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Besides having unexcelled combustion principles, due to patented Barber j 
pinged vacuum feed jets, and direct scrubbing flame application to fire-box, b; 
ber Gas Conversion Burners also have another important feature. They incor 
rate the highest grade automatic controls and safety devices available. Bari 
Burners are made in many sizes for all round or oblong furnaces and boilers. W 
recommending or installing gas conversion equipment, use Barber units for 

performance and economy of operation. 


Note the high quality typ 
of automatic contro 
used with Barber Conve 
sion Burners — the fine 
precision equipment ok 


tainable. 


A 


Write for latest Catalog illustrating 
listing many types of Burners for Applian 
Gas Conversion Burners, Regulators, 
Controls. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Oh 


on of, 
BARBER BURNERY¥: 
For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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FISCAL \ 
PROGRAM \ 


This is strictly 
your problem ... but this needn’t be! 


@ You wouldn’t call on a bank to engineer a new power sys- 
tem. But if you have a new fiscal program to “engineer” — or any 
financial problem to solve—that’s a different story. 

One entire department of the Irving Trust Company, for in- 
stance, specializes exclusively in public utilities. Here you can 
discuss your business with understanding men who combine 
financial “know-how” with an intimate working knowledge of 
the industry itself. 

If you would like to know more about our Public Utility 
Department, why not give us the opportunity to tell you? 


Tom P. WaLtker—Vice President in charge 
ONE WALL STREET . NEW YORK 15, N.Y. 
Capital Funds over $117,000,000 Total Resources over $1,100,000,000 


Wituiam N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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From Newark, Ohio... 
More Kaiser Aluminum Cable! 


More than anything we could say, the above 
picture illustrates the rapidly increasing ship- 
ments of Kaiser Alurninum Cable, produced. by 
Permanente Metals. 

First deliveries were made from centrally 
located Newark, Ohio last June—three months 
ahead of schedule. 

Kaiser Aluminum Cable and ACSR is being 
shipped in ever increasing quantities . .. to 
electric power projects serving homes, busi- 


nesses, industry and farms throughout the nation. 

Fully integrated operations—which control 
production from bauxite processing to finished 
cable—assures you of dependable deliveries of 
Kaiser Aluminum Cable. 


Do you need aluminum conductor? To 
take advantage of early delivery sched- 
ules, contact any office of Permanente 
Products’ nationwide sales organization. 


Permanente Metals 


PRODUCER OF 


Kaiser Aluminum Cable 


OLD BY PERMANENTE PRODUCTS COMPANY, KAISER BUILDING, OAKLAND 12, CALIF. . . . WITH OFFICES IN: 
tlanta * Boston * Chicago * Cincinnati * Cleveland * Dallas * Denver * Detroit * Houston * Indianapolis * Kansas City * Los Angeles 
ilwaukee * Minneapolis * New York * Oakland * Philadelphia * Portland, Ore. * Seattle * Spokane * St. Louis * Wichita 
Iso available through General Electric Supply Corporation, Westinghouse Electric Supply Company, and Line Material Company. * 








= of the 8lst Congress, 
sweating out the long summer ses- 
sion in Washington, complain that no 
day passes without bringing a flood of 
complaints in the mail against high war- 
time excise taxes. Some of these are in- 
spired by special interests. Night-club 
owners, furriers, and other perfectly le- 
gitimate business interests handling lux- 
ury items subject to the 20 per cent tax 
say it is wrecking them. 


But a good many of these complaints 
come from the consumers. Housewives, 
who haven’t had a fur coat since the 
thirties, are tired of listening to their hus- 
bands’ annual excuses about waiting 
until the 20 per cent tax is repealed. They 
want some action, in the form of new 
coats. People whose business necessitates 
traveling by train, plane, or bus, and 
people who have to make a good many 
long-distance telephone calls or send a 
good many telegraph messages, are tak- 
ing the same strident note. Even an act 
of Congress cannot convince the modern 
working girl that ordinary lipsticks and 
face powder are anything else but every- 
day necessities. 


THESE letters point out truthfully, 
that the war has been over for more than 
four years but the wartime taxes linger 
on. No wonder one witty Congressman 
has nicknamed the excise “the hang- 
over tax.”’ Congressmen are finding it in- 
creasingly difficult to explain why these 
taxes (which were enacted on the war- 
time argument that the nation had to cut 
down the unnecessary use of scarce ma- 
terials and services) must still linger on, 
in a seller’s market which witnesses man- 
ufacturers wringing their hands because 
of sales resistance —a resistance firmly 
cushioned on the high tax. 


ees utility commissioners, at their 
recent national convention at Cleve- 
land, gave featured billing to the com- 
plaints over the excise taxes on utility 
services. Speaker after speaker pointed 
out that utility taxes are becoming more 
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and more a basis for increased rates and 
that the government is collecting more 
revenue out of the utility business these 
days than even the owners. 


But the Treasury grimly points to a 
mounting deficit in the operations of the 
Federal government. Administration ex- 
perts say that, under these conditions, tax 
repeal is not in the cards, Uncle Sam will 
need every dollar he can collect, at the 
present tax rates. Still, he will fall far 
short of balancing his budget for this 
year. 


How wonderful it would be, therefore, 
if someone would spring up with a magic 
formula by which excise taxes could be 
repealed without a loss of Federal tax 
collections. The author of the opening ar- 
ticle in this issue does not claim to be a 
magician. But he does advance a very 
simple and understandable method by 
which, he thinks, the repeal of wartime 
excise taxes on necessary utility items at 
least could be offset by another repeal. 
Furthermore, that other repeal would be 
in the nature of a much-needed and over- 
due tax reform. The reference is to the 
exemption from Federal income tax now 
enjoyed by so-called nonprofit codpera- 
tives which are permitted to refund earn- 
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8 PAGES WITH THE EDITORS (Continued) 


ings to their members or otherwise to re- 
tain such earned benefits. 


REPRESENTATIVE NOAH M. MASON, 
author of this article, was born in Wales 
in 1882 and was brought to the United 
States in his early childhood. He was ed- 
ucated in Illinois, graduating from the 
Illinois State Normal University with 
the degree of bachelor of education in 
1925. CONGRESSMAN MaASsON also did 
graduate work in social science, studying 
taxation, government, and labor prob- 
lems. He served thirty-three years as a 
teacher, and was the principal of a grade 
school and the superintendent of schools 
at Oglesby, Illinois. He was elected to the 
Illinois senate in 1930 and served until 
1936. He was elected as Republican Rep- 
resentative from the fifteenth district of 
Illinois to the 75th Congress and each 
succeeding Congress. 


OLLOWING through this theme that 
higher taxes on utilities mean higher 
rates, we also publish, in this issue, an 
article on that subject (beginning on 
page 342) by Sipney P. ALLEN, chief 
editorial writer of the San Francisco 
Chronicle. Mr. ALLEN has made a special 
study of public utility operations on the 
West coast, including gas, electric, and 
telephone enterprises. A graduate of 
Stanford University, Mr. ALLEN has 
been with the Chronicle since 1933. He 
Was appointed financial editor in 1940 
and during the war served with the Office 
of War Information in Washington, 
D. C. He is a regular observer at annual 
conventions of the American Bankers 
Association and other financial and busi- 
ness gatherings. 


* a * * 


EVERAL years ago the Federal REA 

brought forth the “Capital Credits 
Plan” whereby REA co-op members 
agree among themselves that any pay- 
ment above the cost of service shall be 
regarded as capital furnished by the 
member customers to the co-op. The co- 
op credits such patronage capital on its 
books for eventual return. Beginning on 
page 349 is an analysis by FRANKLIN J. 
Tosey, Jr., of the FORTNIGHTLY edi- 
torial staff, of the Capital Credits Plan 
and its purpose, apparent and otherwise. 
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HE recent annual convention of the 

National Association of Railroad 
and Utilities Commissioners in Cleve- 
land brought forth a number of impor- 
tant reports and pronouncements on 
various problems of public utility regu- 
lation. Thoughts and comments of these 
commissioners naturally constitute in- 
formative reading for all interested in 
public utilities. Beginning on page 372 
we present a selection of the most 
thought-provoking excerpts, in actual 
text, taken from the addresses and com- 
mittee reports of the Cleveland meeting. 
All those concerned with utility opera- 
tions will find these comments of special 
interest. 


ok ok ok K 


Ye the important decisions pre- 
printed from Public Utilities Re- 
ports in the back of this number, may 
be found the following: 


THe New York commission holds 
that it may not direct a gas and electric 
company to supply gas service at less 
than cost, even though it may sympathize 
with consumers feeling the sudden im- 
pact of higher gas rates after a long 
period of no increase. (See page 123.) 


THE next number of this magazine 
will be out September 29th. 


7 
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| Coming IN THE NEXT ISSUE 
* 


CRISIS IN TRANSIT 


Transit companies in a number of American cities are be- 
coming more and more concerned over the possibility 
that increased fares may be reaching an economically 
“diminishing point of return.'’ With the high postwar 
production of automobiles placing more private cars on 
the streets every day, transit operators are worried about 
patronage resistance to fare increases which are required 
to offset the rapid rise in operating expenses. Here is an 
article by George W. Keith about the local company in 
Cincinnati which decided to take a chance on voluntarily 
foregoing a fare increase to which it was admittedly en- 
titled under the terms of its service-at-cost contract with 
the city. 


BUSINESSMEN ARE URGED TO AID TRANSIT 


Among the factors contributing to inferior service are ex- 
cessive abortive peak loads, decentralization of population, 
curb parking, and lack of adequate community support 
for service improvements. Herbert Bratter, Washington 
writer of business articles, also discusses the responsibility 
for trend towards socialization in the transit industry. 


POSTWAR TRANSIT PROGRESS 


Justus F. Craemer, retiring president of the National As- 
sociation of Railroad and Utilities Commissioners, gives 
us an analysis of current trends and economic problems 
in the transit industry from the standpoint of an experi- 
enced regulatory authority. 


MUSIC IN TRANSIT 


What is the public reaction to the spreading practice of 
equipping streetcars and busses with EM radio receivers 
for programs enroute? Puzzled over conflicting statements 
one transit company decided to find out via a public 
opinion survey. John J. Hassett has written an account of 
the steps taken by this company to check on the popu- 
larity of these musical and news programs with the transit 
companies. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management's 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 


the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 




























National or Sectional Coverage 
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DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON * CHARLESA.NICHOLLS + PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK &, NEW YORK 









“There never was in the world two opinions alike.” 


WINSTON CHURCHILL 
Former Prime Minister of England. 


Rospert B. McCay 
President, American Locomotive 
Company. 


RaLteH Bupp 
President, Chicago, Burlington & 
Quincy Railroad 


IRA MOSHER 
Chairman, finance committee, 
National Association of 
Manufacturers. 


EpitorRIAL STATEMENT 
The Journal of Commerce. 


Donacp B. Lourir 
President, Quaker Oats Company. 


FRANK CARLSON 
Governor of Kansas. 


Gwityo A. Price 
President, Westinghouse Electric 
Corporation. 
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“We must think and plan and toil, not only as patriots 
in our own countries, but as Europeans, if we are not to 
be paupers or slaves.” 

. 

“The damning fact is that nationalization shows no 
evidence of having a strong, good effect . . . [and is] es- 
sentially for the desperate—a form of receivership.” 


¥ 


“Railroad finances have become a political question 
rather than one of finance or operations. If private own- 
ership ever ends, it will be because government has made 
its continuance impossible.” 


¥ 


“As a matter of principle it seems clear that monopolistic 
practices in restraint of trade are inherently contrary to 
the public interest, and should be prohibited to labor 
unions, as well as to employers.” 


> 


“Organized labor constitutes the greatest and most 
powerful monopoly this nation has ever seen. Organized 
labor as it is constituted in this nation could not exist 
without special exemption from antitrust laws.” 


+ 
“No method has yet been discovered .by which any 
community or group gets something for nothing. As we 
increase our governmental expenditures we greatly add to 
administrative costs, not to mention the colossal waste 
that goes with it.” 


* 


“Even a casual study of history will reveal many ex- 
amples of the decline of nations where excessive taxation 
and regimentation have sapped the energy and endeavor 
of the productive elements of society. Without the incen- 
tive for just reward for honest endeavor there can be no 
true progress.” 


> 


“Capital expansion since the war—and it has been the 
greatest expansion in our peacetime history—has been 
financed up to now almost entirely out of industry’s own 
fun’. and by borrowing. Both of these reservoirs are 
running low, and we must look to venture capital to keep 
the wheels turning.” 


12 
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BATTERIES 


A GAT A LONER IIL IEE AE. 


An important feature of the new 
Exide-Manchex Battery is the 
famous manchester positive plate 
with its unique lead button con- 
struction. The buttons, rolled 
strips of corrugated lead, are 
pressed into holes of the lead- 
antimony grid. Forming action 
expands the buttons and locks 
them securely in place. Only a 
comparatively small portion of 
the total lead is formed initially 
into active material... the re- 
mainder is available for gradual 
conversion in service. 


Negative plates, separators and 
other elements are designed to 
match the long life and efficiency 
of the positive plates. All combine 
to provide a battery of excep- 
tional power and _ long-lasting 
trouble-free performance. 


Use Exide-Manchex Batteries for 
switchgear and control bus opera- 
tion, emergency light and power, 
and other storage battery services. 
It will provide up to 100% more 
capacity in the same given space. 


1888 
DEPENDABLE BATTERIES FOR 61 YEARS 
1949 


THE ELECTRIC STORAGE BATTERY 
COMPANY 
Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
“Exide” Reg. Trade-mart U.S. Pat. Of. 
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14 REMARKABLE REMARKS—( Continued) 


BENSON Forp 
Vice president and general manager, 
Ford-Lincoln-Mercury Division, 
Ford Motor Company. 


Frep A. Hart.ey, JR. 
President, Tool Owners Union, 
Incorporated. 


EpitorIAL STATEMENT 
The Wall Street Journal. 


RALPH E, FLANDERS 
U. S. Senator from Vermont. 


L. R. BouLware 
Vice president, General Electric 
Company. 


DEAN H. MITCHELL 
President, Northern Indiana Public 
Service Company. 


W. RANpboLPH BurceEss 
Chairman, executive committee, 
National City Bank. 


Eart O. SHREVE 
Former president, Chamber of 
Commerce of the United States. 
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“Progress is always unfinished in America.” 


» 


“The theory that large-scale unemployment can be pre- 
vented and high-level employment maintained by govern- 
ment spending of money taken away from the people by 
taxes is dead wrong. Every fact denies its validity.” 


¥ 


“The government's easy money policy and its adjunct, 
Federal Reserve support of the government bonds mar- 
ket, have indeed saved the taxpayers a little something 
in interest charges. It is without doubt the costliest saving 
a government ever made.” 


* 


“I think we do have a breathing spell. I earnestly hope 
business will use it to generate a little optimism. Otherwise 
it is liable to go too far the other way, and we could get 
all sorts of deficit financing. It would be a shame to start 
deficit financing on the litt!e lull we have here.” 


* 


“There is no royal road to our learning how to live 
together, how to work together, and how each may be sure 
he is conscienciously doing his part and fairly getting his 
share in return. Certainly the right road is not in the 
direction of force but of education, both economic and 
moral.” 


° 


“The economic and social problems involved in social 
security are varied and complex. Sound solutions will be 
found only if the most careful thought is applied and wise 
judgment exercised. Businessmen throughout our country 
can provide a very necessary constructive leadership in 
this regard.” 


* 


“Tt needs no clairvoyance to see that one of the greatest 
obstacles to productivity in the United States is the present 
tax system. It penalizes extra effort and removes incentive 
for going the extra mile. In wartime, high tax rates could 
not be avoided; in peacetime they are destructive and 
repressive and should be reduced, as rapidly as is con- 
sistent with sound fiscal policy.” y 


* 


“With the pressure of our foreign--commitments, the 
increased diversion of man power and other resources to 
government activities, and our universal pressure for 
higher real income for everybody, we must never overlook 
the fact that any system which places a premium on pay- 
ments for not working, no matter by what means, works in 
the direction of lower standards of living.” 
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The New International TD-24 


Now it’s available—the new. Interna- 
tional TD-24—America’s most powerful 
and versatile crawler tractor. Only the 
new TD-24 gives you 180 engine horse- 
power at the flywheel and 140 horse- 
power at the drawbar—more engine horse- 
power and more drawbar horsepower 
than any crawler tractor available today. 

This is the tractor that can cut your 
costs in coal stock piling. Job proved 
by more than 300,000 hours of opera- 


CRAWLER TRACTORS 
WHEEL TRACTORS 
DIESEL ENGINES 


POWER UNITS | “SE 


tion, the new International TD-24 han- 
dies coal in 10-ton passes. Operators 
have found it to be the easiest handling 
and most maneuverable crawler tractor 
on the market today. 

See your International Industrial 
Power Distributor and find out all the 
facts about the new TD-24. Dollar for 
dollar, feature for feature, the new TD-24 
gives you more for your money than any 
tractor built. Now is the time to put it 
to work for you. 


INTERNATIONAL HARVESTER COMPANY 
Chicago 


Hy | INTERNATIONAL 


INDUSTRIAL POWER 
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ONTRA COSTA 
TEAM PLANT 


PACIFIC GAS AND ELECTRIC COMPANY 


HE C-E Unit shown here is one of six such units now in process 
of fabrication for the Contra Costa Steam Plant of the Pacific Gas & 


lectric Company. This is a new plant, located near Antioch, California. 


Each of the units is designed to produce at maximum rating 550,000 


bof steam per hr at 1405 psi and 950 F. 


These units are of the radiant type with 3-stage superheaters and 
finned tube economizers in the last pass. Regenerative type air heaters 


ollow the economizer surface. 


The furnaces are completely water cooled, using closely spaced plain 


bes, and are of the basket-bottom type. 


Initially these units will be fired by oil or gas, but the design con- 


emplates the possible future use of pulverized coal if desired. 5.3304 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


200 MADISON AVENUE * NEW YORK 16. N 


ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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All-New and... 


ust as Rugged as They Loli 











There’s a new look in heavy duty trucks... all-new THE INDUSTRY’S ONLY 


““H”’ line GMCs. These great new trucks, in weight 

ratings from 19,000 to more than 90,000 pounds, b UM FE R- & 1 | LT 
pace the entire heavy duty field in styling that adds 

to the prestige of your business. And they pace the FRONT Et M Wy] 
field in design and engineering that give you better 

performance, lower operating costs, longer life. 


Four new gasoline engines offer greatly increased 
power, in addition to traditional GMC extra value 

. famous four- and six-cylinder GM 2-cycle 
Diesels have higher compression for even greater 
agility and economy. New, stiffer, straight side rail 
frames, new wide-track axles, new broad-beam, 
extra comfort cabs . . . new features by the score 
make all-new GMC ‘“H”’ models best for all 
heavy public utility transport. Let your near- 
est GMC headquarters give you complete details. 


GMC TRUCK & COACH DIVISION « GENERAL MOTORS 


G Co Typical of GMC “H” line ruggedness are 
A A angle-braced, frame-mounted radiator grilles 


GASOLINE - DIESEL Se pS Os ee 
stock, heavy gauge fenders, wide, th 


TRUCKS 2 
protection, axle to emblem. 
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“MK-40" Single-pole 
Unit; 115 Kv, 600 A. 


PEAK PERFORMANCE — NEW OPERATING 
East —Low INSTALLATION COST 


Delta-Star “‘“MK-40”’ group oper- 
ated switches pay off in service and 
economy. All the qualities for years of 
trouble-free operation are inherent in 
their design. Built ruggedly, they pro- 
vide all-around simplicity, smooth 
operation, low installation cost and a 
minimum of maintenance. 

Blade opening and closing is accom- 
plished by a 45-degree bearing mech- 
anism employing only three moving 
parts. It is under full control at all 


DELTA-STAR 


ELECTRIC 
COMPAM 


times and locks automatically when 
opened or closed. 

New, improved, high pressure, sil- 
ver to copper contacts at both ends 
of the blade plus ample material for 
heat dissipation, insure high electrical 
conductivity and superior 
thermal characteristics. 

Available in ratings 
from 7.5 to 230 kv. and 
400 to 5000 amperes. 

Ask for Publication 4807 
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NEWPORT NEWS 
MECHANICAL 
RACK RAKE 


Te Newport News Mechani- 
cal Rack Rake is a power-operated 
rake for cleaning trash racks at wa- 
ter intakes for hydroelectric plants, 
steam plants, pumping stations, ca- 
nals and similar installations. It 
cleans the rack bars of trash and re- 
duces a former major hand operation 
to one of minor periodic activity. 
With Newport News Mechanical 
Rack Rake installations, one man 

WATER users per shift can, under ordinary condi- 


troubled with trash are tions, keep the racks clean for a 
invited to write for 
new descriptive rack dozen bays. 


rake catalog. 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK abl. 


NEWPORT NEWS, VIRGINIA 
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9 U. S. Radio Manufacturers Association and Canadian Radio Manufacturers € 
Association begin joint board meeting, White Sulphur Springs, W. Va., 1949. 





Instrument Society of America ends annual convention, St. Leuis, Mo., 1949. 





Public Utilities Association of the Virginias ends annual meeting, White Sulphur 
Springs, W. Va., 1949 





American Chemical Society begins national mecting, Atlantic City, N. J., 1949. 








| Illuminating Engineering Society begins conference, French Lick, Ind., 1949. 
National Butane-Propane Association begins meeting, St. Louis, Mo., 1949. 





Southeastern Electric Exchange, Engineering and Operating Section, ends annual con- 
ference, Roanoke, Va., 1949. 








Public Works Congress and Equipment Show begins, Kansas City, Kan., 1949. 
Pennsylvania Electric Association ends annual meeting, Philadelphia, Pa., 1949. 








Wisconsin Utilities Association, Accounting Section, begins annual convention, @ 
Lake Delton, Wis., 1949 





Michigan Independent Telephone Association ends convention, Lansing, Mich., 1949. 
| Rocky Mountain Telephone Association ends convention, Salt Lake City, Utah, 1949. 








2 


American Transit Association will hold annual convention, Atlantic City, N. J., Oct. 
49. 





Institute of Traffic Engineers begins meeting, Washington, D. C., 19 
American Water Works Assn., Missouri Section, begins meeting, i Mo., 1949. 





National Electronics Conference begins, Chicago, Iil., 1949. 





Association of American Railroads, Communications Section, begins annual conven- 
tion, Portsmonth, N. " 49 














Indiana Electric Association begins annual convention, French Lick, Ind., 1949. 
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How to Balance the Repeal of 
Wartime Excise Taxes 


The Federal government is still collecting excise taxes at the high war- 
time level of an extra billion a year, consisting largely of extra taxes on 
such essential utility services as monthly telephone bills, long-distance 
calls, and telegrams, train, plane, and passenger fares, as well as special 
levies on electric bulbs and other appliances. Representative Noah M. 
Mason, author of this article, suggests a way the repeal of such dis- 
criminatory taxes could be offset by the removal of another form of 
discrimination which bears on the electric industry—the removal of 
Federal tax exemption now enjoyed by REA and other codperatives and 
nonprofit agencies engaged in business and commercial operations com- 
peting with tax-paying enterprise. 


By THE HonoraBLE NOAH M. MASON* 
U. S. REPRESENTATIVE FROM ILLINOIS . 


Revenue is out after illegal tax passed by Congress and the rules laid 
dodgers. Hundreds of additional down by the Collector of Internal Rev- 
agents are poring over books, question- enue. 
ing suspected shortchangers, and in- This is as it should be. Every citizen 
vestigating income tax returns so that should pay his fair share of taxation. 
Uncle Sam will get the last penny Only spongers and sharks and shysters 
—— and tricksters try to dodge their fair 
Member of the House Ways and Means share of taxation by illegal devices. 
ittee. For additional personal note, see ; , ‘ 
"Pages with the Editors.” But what is fair about certain regu- 
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y ‘ue U. S. Bureau of Internal due to him under the income tax laws 
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lations sponsored by the Treasury De- 
partment and, in effect, indorsed by 
Congress through the years? That is 
the $64 question in tax circles and in 
business and corporate circles these 
days. 

Back when the American Constitu- 
tion was being debated up and down the 
land, James Madison wrote in The Fed- 
eralist some very pertinent thoughts on 
government and taxation. 

“A nation cannot long exist without 
revenues,” he asserted, ‘“Destitute of 
this essential support, it must resign its 
independence, and sink into the de- 
graded condition of a province. This is 
an extremity to which no government 
will of choice accede. Revenue, there- 
fore, must be had at all events. In this 
country, if the principal part be not 
drawn from commerce, it must fall 
with oppressive weight upon land .. . 
The wants of the government can 
never obtain an adequate supply, unless 
all the sources of revenue are open to 
its demands .. .” 

It has been a long time since Madi- 
son expressed these thoughts, but the 
government, despite his earliest warn- 
ing, has wandered away from the pre- 
cepts he—and others of our founding 
fathers—laid down for us. It is still 
true that “the wants of the government 
can never obtain an adequate supply, 
unless all the sources of revenue are 
open to its demands,” and, we might 
add, that they are open on an equitable 
basis. 


F gegen knows how to arrive 
at its tax bill, by and large, 
through the use of accountants, The 
corporation pays what is due, laying 
aside the money each month through 
thick and thin. The same is true of in- 
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dividuals, of partnerships, of privately 
managed companies, and of virtually 90 
per cent of the enterprises of America, 

But certain other groups, which op- 
erate the same kinds of businesses as 
corporations, partnerships, and pri- 
vately managed companies, do business 
on the same streets and in the same sub- 
urbs and in the same towns with the 
privately owned and operated busi- 
nesses, do not have to pay similar taxes, 

They are the favored among us. 
They are the nouveaux riches, made so 
by the favoritism of the bureaucrats. 
They are the groups whose members 
are getting away with perfectly legal 
tax avoidance, because Uncle Sam him. 
self not only condones the practice but 
actually encourages it as a matter of 
policy. 

This is a strange thing and well 
worth meditation by every citizen who 
is interested in his government if only 
because of the oddities his studies un- 
fold. 

Members of these groups are not 
crooks. They are not shysters. They are 
not trying in any clandestine manner 
to dodge paying their fair share of 
taxes. They come right out in the open 
—or most of them do—and demand 
the privilege of paying fewer taxes 
than their competitors, What’s more, 
they get away with it. They employ 
trained accountants, who know how to 
compute figures ddwn to the last far- 
thing, so as to arrive at the return they 
must make under present interpreta- 
tions and rulings of the Commissioner 
of Internal Revenue. What I say is no 
reflection on the integrity or the civic 
morality of these groups, or on any 
member of these groups personally. 
They are doing what they can, legally, 
to pay as few taxes as is possible. Who 
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among us would do otherwise, if we 
had a choice? 


Y™ the net result of all this is that 
you and I, and the millions of 
other Americans, pay more taxes be- 
cause of the existence of these favored 
groups. We have let these favored 
groups have their way year after year. 
We do not petition our Congressmen, 
or write to the Treasury, demanding 
that a// citizens engaged in similar pur- 
suits be taxed on the same basis. We 
allow the injustice to go on year after 
year, compounding itself and the fiscal 
and economic troubles it causes, direct- 
ly and indirectly. 

In consequence, these favored 
groups enjoy a stronger and stronger 
position in our society. Naturally, they 
grow economically more powerful 
every day. Their number is increasing 
all the time, because more and more 
people are learning that they, too, by 
simple legal formula of organization, 
can get on the gravy train. We plain 
citizens, on the other hand, suffer the 
penalties of our own inertia due to 
our apparent lack of consciousness 
about this matter. Somebody has to pay 
the $40 billion or more collected in 
taxes each year by Uncle Sam. It stands 
to reason that if some groups pay less 
than their fair share, then other groups 
are going to have to pay more than 
their fair share. In this case, a relative- 
ly small portion of the population is 
paying less, Therefore, millions of us 
are paying more, 


= 


If enough Americans could be in- 
formed of their stake in this situation, 
it would not take long to correct it. 
They need only let their Congressman 
know clearly that they, the millions of 
Americans, want the situation changed. 
And it would be changed. After all, 
while Congress tries to represent all of 
us, actually Congress responds to those 
of us who are aware and informed 
voters. Congress has failed to act on 
this problem through no dereliction of 
its own. It is because an informed, 
aware, voting segment of the popula- 
tion has not seen fit to make known its 
wishes, one way or another, in suffi- 
cient strengths. The people of my dis- 
trict are fairly well aware of this situa- 
tion ; and they are standing behind me, 
for the most part, in my efforts to 
change the law as it stands today. 


M* theme in Congress, in recent 
months, has been a rather simple 
one, but, if repeated often enough and 
in enough places, it could be most effec- 
tive in bringing about a needed in- 
come tax reform. This reform would 
not increase the rates of taxation at 
all. Yet, it would bring to the Federal 
Treasury at least one billion dollars 
more annually, and likely much more 
than that in the years to come. My 
theme has been : “Let’s tax the untaxed 
to ease the tax load upon the over- 
taxed.” 

The number of business enterprises 
in operation in the United States whose 
owners pay no taxes, or very little 


“It ts still true that ‘the wants of the government can never 
obtain an adequate supply, unless ALL the sources of revenue 
are open to its demands,’ and, we might add, that they are 


open on an equitable basis.” 
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taxes, on the income of the businesses 
has become shameful and alarming. 
The number continues to grow at a 
rate that threatens to undermine our 
American economy. Scarcely a week 
goes by that the U. S. Treasury does 
not suffer new losses as more and more 
companies are acquired by tax-exempt 
institutions, foundations, or codpera- 
tives of various kinds and thus become 
members of the constantly lengthening 
roll of legal tax dodgers. 

At least half a dozen major classifi- 
cations of business and industry in the 
United States today count Federal in- 
come tax exemption as one of the 
surest ways of making money, and 
keeping it for further investment. Sev- 
eral government agencies assign large 
numbers of their employees to spend a 
lot of their time teaching Americans 
how to dodge taxation, in one way or 
another. 

As an illustration let us consider 
four specific instances that have come 
to my attention recently, These are not 
unusual examples. They are representa- 
tive of the shift from the rdéle of tax- 
payer, to that of tax-exempt legal tax 
dodger, on the part of thousands upon 
thousands of similar business enter- 
prises in existence at the very time the 
Treasury’s tax receipts are falling off. 
This comes at a time when the necessity 
for imposition of new and higher taxes 
on individuals and corporations be- 
comes constantly greater. 


hg No. 1 concerns the horse-rac- 
ing track at Churchill Downs, in 
Louisville, Kentucky. Heretofore a 
payer of income taxes to the Federal 
government, the Derby track has been 
taken over by what is called the Church- 
ill Downs Foundation, a tax-exempt 


SEPT. 15, 1949 


organization, The earnings of the ray 
track now will go, in part, to the Uni- 
versity of Louisville, which is exempt 
also from payment of income taxes. 
The $40,000 income tax annually co. 
lected by Uncle Sam from this track 
no longer will be collected by the Treas. 
ury. The sum now will have to be mae 
up by collections from the remainder 
of the population—you and I and mil. 
lions of Americans who are not owners 
or members of foundations, co-ops, or 
any other kind of tax-exempt organiza. 
tion. 

To my knowledge, this is the first 
time a college ever has gone into the 
horse-racing business. It is, however, 
by no means an unusual experience for 
a tax-exempt educational institution to 
compete in business ventures with tax- 
paying companies. The University of 
Michigan, for example, operates the 
airport at Willow Run, Michigan ; New 
York University owns the Ramsay Pis- 
ton Ring Company in St. Louis, Mis- 
souri, the C, F. Mueller Macaroni 
Company in New Jersey, a pottery 
plant in Ohio, and other factories 
whose profits it obtains without paying 
a thin dime to the Federal government 
in taxes. Even the Treasury Depart- 
ment has become agitated enough by 
this evasion to bring action against the 
macaroni company to force it to con- 
tinue paying income taxes. But the 
Treasury Department may find that it 
has been caught in a dilemma of its 
own creation. It has encouraged these 
loopholes through the years by special 
rulings exempting this or that busi- 
ness from income taxation, because 
of its so-called “nonprofit” status. 
Now it is trying desperately to stop 
similar companies operated by similar 
institutions and groups from taking ad- 
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The Unknowing Victims of Tax Sponging 


ai ig stands to reason that if some groups pay less than their fair share, 

then other groups are going to have to pay more than their fair 

share. In this case, a relatively small portion of the population is paying 
less. Therefore, millions of us are paying more.” 





vantage of these very same loopholes. 


goes PLE No. 2 involves the overly 
generous remission of income 
taxes to companies that move their 
plants to our island possession, the ter- 
ritory of Puerto Rico, Ever since 
Puerto Rico came under our control, 
following the Spanish-American War, 
we have given to the island’s industrial 
development association all of the tax 
money collected from the buyers of 
Puerto Rican rum. Under an industrial 
tax-exemption act approved May 13, 
1948, by the Puerto Rican legislature, 
governmental generosity went to even 
greater lengths. Now our government 
says, in effect, to any company or en- 
terprise which wishes to move to 
Puerto Rico: “Depart with our bless- 
ing. We shall collect no income tax 
from you after 1949.” 

Textron, the New England textile 
empire whose extraordinary financial 
manipulations and generous loans from 
the Reconstruction Finance Corpora- 
tion were investigated by a subcommit- 
tee of the U. S. Senate last fall, already 
has moved one plant to Puerto Rico. 
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The Department of the Interior admits 
that other companies have moved, but 
it has not revealed how many such 
enterprises it has induced and encour- 
aged to become legal tax dodgers. 

It is now rumored in the trade that 
a nationally important manufacturer of 
summer-wear clothing, now located in 
Maine, is considering seriously the 
prospects of transferring one of its 
presently tax-paying mills to this tax- 
free paradise. An increase in the in- 
come tax rates of this manufacturer’s 
competitors, no doubt, would be used 
to make up the loss to the Treasury. 


| Rapes PLE No. 3 involves the activi- 
ties of the national leaders of the 
Rural Electrification Administration. 
The REA was set up to make loans to 
qualified groups of farmers to help 
them to attain the benefits of cheap 
electrical service in places in which it 
would not be economical for private 
companies to serve, The REA was go- 
ing along all right and a lot of the 
money it had lent to such codperative 
farm groups was being repaid. In fact, 
the money was being repaid so fast that 
SEPT. 15, 1949 
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some cooperative farm groups began 
to consider the sale of their facilities 
to private compamies at fair prices, thus 
causing the Federal government to ob- 
tain a tax return on the income of these 
companies. Several actually did so. 
Naturally, the REA officials do not 
want anything like this to come to pass. 
It is too revolutionary, too fair, too 
much like a return to free, tax-paying, 
private enterprise. 

So REA officials evolved the so- 
called “Capital Credits Plan,” which 
they are trying very strenuously to sell 
to various REA co-ops throughout 
the country. The plan, in essence, is 
designed not only to keep the co-ops 
frozen into the codperative form of 
organization, but also to plow earnings 
into the capital structure in such a way 
as to insure the cooperatives Federal 
tax-exemption privileges in perpetuity. 
This plan, by mutual covenant, im- 
poses on co-op members the necessity 
for continuing a codperative, tax-free 
form of organization in advance as well 
as following the liquidation of any 
Federal REA loans. 

Because late-comer and eleventh- 
hour members of a typical co-op could 
amass capital credits under the plan 
just as quickly, if not quicker, than the 
original founders, the plan is designed 
to build up resistance against the co- 
Operative ever liquidating its assets by 
selling out to private companies or re- 
organizing under its own power into 
a private tax-paying stock corporation. 


I AM concerned with this incongruity 
of our government thus attempting 
to keep its citizens in debt through 
Federal loans. But I am even more con- 
cerned, at this time, over the fact that 
bureaucrats are out working trying to 


SEPT. 15, 1949 


keep more groups of citizens from ever 
paying their fair share of the Federal 
tax burden. I firmly believe that many 
of our good citizens who take part in 
these programs do not fully understand 
that they are attempting to get a free 
ride at the expense of their brother, 
cousin, or other relatives who happen 
to live in the city, or town, and who 
do not get the same tax-free electric 
power obtained by their country cous- 
ins. 

Case No. 4 is the proposal of 800 
independent oil jobbers of the state of 
Iowa to reorganize their state associa- 
tion on a codperative basis for the ex- 
press purpose of avoiding payment of 
Federal income taxes. Like the other 
instances I have quoted, this case pre- 
sents no especially unusual features. 
The Iowa oil jobbers merely will adopt 
the philosophy of their codperative 
competitors and will operate under the 
same rules and regulations that have 
favored these cooperatives so greatly. 

Not long ago, the following news 
story appeared on page 1 of the Des 
Moines, Iowa, Sunday Register: 

“A statewide jobbers’ cooperative, 
organized so that it will be exempt 
from corporation taxes, will be set up 
by the Iowa Independent Oil Jobbers 
Association. It is expected that six to 
eight months will be needed to make 
this change. 

“A major shift in strategic tactics 
was apparent in the announcement to 
swing to the cooperative plan, 


a OR many years, the independent 
oil jobbers have been among the 
leaders demanding that Congress 
change Federal income tax laws so that 
codperative dividends would be taxed 
against the co-ops. 
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“Decision to form the organization, 
to be known as the Iowa Petroleum Co- 
jperative Association, was reached at 
aboard of directors’ meeting last week. 

“‘The jobbers’ association will be 
the parent group. The articles of in- 
corporation and bylaws of the associa- 
tion will be changed by incorporating 
into them the provisions which now 
give cooperatives tax exemptions,’ said 
|. A. Dennis, of Des Moines, associa- 
tion secretary. ... 

“The independent businessman,’ 
Dennis said, ‘has fought for tax equal- 
ity, and on the other hand the co-ops 
and the privileged groups have fought 
to maintain their tax exemptions. For 
several years these privileged groups, 
because of their tax exemptions and 
subsidies, have seen fit to engage in 
nearly all lines of business. 

““Now the time has come when any- 
one in competition with such privileged 
groups is unable to compete with them 
unless he is afforded the same privi- 
leges. 

“‘We speak now for the independ- 
ent oil jobbers of Iowa, because in the 
petroleum business the co-ops and the 
Farm Bureau have expanded to the 
extent that we can no longer ignore 
their existence. 

“In order to compete in this field, 
it becomes necessary for the independ- 
ent jobber to face the issue and do 
something about it. 

“The independent oil jobber has 
heretofore paid his full share of the 


e 


national tax burden, while his competi- 
tors, through the exemption, have been 
able to expand by buying production, 
refineries, and pipelines. They have a 
big advantage, so regardless of our 
thinking in the past, we must meet the 
issue head on... . 

“The approximately 800 independ- 
ent oil jobbers in Iowa are in competi- 
tion with about 130 separate units op- 
erated by the Farm Bureau and other 
cooperatives. 

““All oil jobbers in lowa are in- 
vited to participate in the plan and as- 
sociation membership is a requirement,’ 
Dennis said. He added that ‘a state- 
wide meeting to explain the plan will 
be called.’ ”’ 


| ey me repeat, these instances of tax 
avoidance are well within the letter 
of the law. Whether they violate the 
spirit of the law is open to question. 
I can hardly believe that the founding 
fathers, in writing that educational in- 
stitutions should be free from tax on 
their land and buildings, expected that 
these schools would run factories, profit 
from a race track’s parimutuel ma- 
chines, and engage in other commercial 
activities competing with other tax- 
paying businesses and industries. 
Only a few weeks ago, Wittenberg 
College, of Springfield, Ohio, bought 
for $200,000 the land and building of 
a supermarket in a so-called sale and 
lease-back deal which will profit both 
the college and the market and will 


“THE government itself does hundreds of millions of dollars 
of business in direct competition with tax-paying companies 
—and pays no comparable tax on earnings or interest on 
borrowed tax funds commensurate to what average in- 
dividuals must pay on the money they borrow.” 
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leave Uncle Sam and the taxpayers 
holding the bag. No income tax need 
be paid on the rent that the college will 
collect. 

Hundreds of millions of dollars’ 
worth of such sale and lease-back deals 
have been made in the past year. De- 
partment stores, mail-order houses, and 
gas station companies have sold to edu- 
cational and charitable institutions on a 
lease-back arrangement—and tax ex- 
emption has been the motivating force 
behind every sale. This loophole should 
be closed ; it is providing another means 
of tax evasion; it is curtailing still fur- 
ther the revenues of the United States 
Treasury. 

The government itself does hun- 
dreds of millions of dollars of business 
in direct competition with tax-paying 
companies—and pays no comparable 
tax on earnings or interest on borrowed 
tax funds commensurate to what av- 
erage individuals must pay on the 
money they borrow. 


WwW we might well ask, should not 

these government-owned enter- 
prises pay income tax on earnings de- 
rived from operating barge lines, dis- 
tilling rum, making and distributing 
electric power, selling fertilizer, run- 
ning tourist camps and towns, as well 
as carrying on hundreds of other func- 
tions that directly compete with private 
business? It is the opinion of at least 
part of the members of the Hoover 
Commission that such enterprises 
should be taxed fully, just as all other 
similar enterprises which are owned by 
individuals. Otherwise there is dis- 
crimination against the privately 
owned businesses. The government 
needs the money—and other businesses 
desperately need relief from this form 


SEPT. 15, 1949 


of unfair and unwarranted competition, 

Finally, there are codperatives which 
now are doing more than $17 billion of 
business a year, earning in profits $2 
billion or more each year. These co-ops, 
for the most part, are paying little or 
nothing in taxes to the government that 
fosters and protects them. Some oj 
these co-ops are wholly exempt from 
income tax, under the provisions of 
§$ 101 (12) of the Internal Revenue 
Code, while others are exempt from 
virtually all but nominal income taxes 
under Treasury rulings of great lib- 
erality to them, 

Patrons of city cooperatives are 
wholly exempt from taxes on their pa- 
tronage dividends. Patrons of farmer 
co-ops are supposed to pay taxes on 
their receipts, but the Treasury makes 
little effort to collect. 


ITTLE business and big business—in 
fact, all private businessmen, 
plus every individual who pays income 
taxes—suffer from the unfair, tax-free 
competition of these codperatives. Gov- 
ernment is losing a substantial amount 
of revenue that is needed today to pay 
bills and benefits. And recent decisions 
of the highest courts indicate that noth- 
ing stands in the way of collecting this 
additional revenue except legislative 
action by the Congress. 

I have introduced legislation (HR 
5064) which seeks to impose upon the 
commercial earnings of tax-exempt 
organizations, co-ops, and other groups 
the same income tax rates now paid by 
their private business competitors. 
This seems to me to be fair, equitable, 
and in the American spirit, 

Conservative estimates show that 
the following increased Treasury re 
ceipts each year could be expected, if 
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the legislation I have introduced were 
to be adopted : 
From unions and other 
mutual organizations .$626,000,000 
From codperatives and 
other organizations .. 
From nonprofit institu- 
tional organizations .. 
From government-owned 


business and industries 267,000,000 
$1,080,000,000 


14,000,000 
173,000,000 


N numerous occasions during the 
first half of 1949, President Tru- 
man called on Congress to increase the 
income tax on corporations to raise an 
additional $4 billion of revenue, Up to 
now, the Congress has turned a deaf 
ear to the President—rightly, I believe, 
because business is in no condition to 
stand so heavy an increase and a seri- 
ous economic dip might result inevita- 
bly from such an imposition. 

Many Congressmen have been timid 
about urging, or voting for, legislation 
that would put co-ops and other tax- 
exempt organizations on the same basis 
in the income tax field as all other 
businesses and industries. I was threat- 
ened several years ago with “utter de- 
feat” if I were to take a stand on tax- 
ing codperatives, since there are coop- 
eratives with thousands of members in 
my district. 

But I took my stand in favor of fair 
treatment for all. The co-op leaders 
themselves, after I had explained my 
position fully, concurred with me that 
their organizations should bear the 
same taxation, on the same earnings, 
as private businesses and industries. 
They could see how they, as co-op 
members, were getting away with legal 
tax avoidarice at the expense of their 
members, who paid full taxes, and at 
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the expense of taxpayers throughout 
the nation. 


Fo the general public which patron- 
izes our heavily taxed communica- 
tions and transportation services, there 
is special food for thought in my tax 
reform proposal, The public is still pay- 
ing the high wartime excise taxes at 
the rate of 25 per cent on long-distance 
calls and telegrams, 15 per cent on 
monthly telephone bills, and 15 per cent 
on train, plane, and bus passenger 
fares, not to mention miscellaneous 
utility appliance excises. The war has 
been over for four years, in fact, but 
these taxes are still being exacted. They 
could be repealed without a penny loss 
to the Treasury, if at the same time 
Congress decided to offset such well- 
deserved tax repeal with equally much 
needed tax reform along the lines al- 
ready discussed. 

The political results of a congres- 
sional decision to tax co-ops on a parity 
with all other groups would not cause 
the repercussions so many persons have 
been led to believe. The American peo- 
ple know when they are being taken for 
an economic ride—or, at least, they can 
recognize favoritism if the picture is 
drawn clearly. 

I believe the average American 
wants every organization to pay its 
fair share of the huge tax load which is 
weighing all of us down alike. Unless 
we in Congress are encouraged to go 
on and to equalize taxation for all, we 
may yet see many other enterprises fol- 
lowing the lead of the Des Moines oil 
dealers. That would be waiting until 
long after the government had lost un- 
told billions on the fallacious theory 
that it is wise to let a few dodge taxes 
legally, at the expense of the many. 
SEPT. 15, 1949 





Higher Taxes Mean 
Higher Rates 


It is not generally realized that the government is making 

more money out of the operation of public utility companies 

than the feople who own them. The burden of higher utility 

taxes thus bears down on not only the utility investor, but also 

the utility consumer and the utility employee, suggesting a com- 

munity of interest which this author proposes as a fruitful 
ground for community of action. 


sy SIDNEY P. ALLEN* 


CHIEF EDITORIAL WRITER, SAN FRANCISCO CHRONICLE 


HERE is no gainsaying that 50,- 
000,000 Americans, and more, 


can be wronged—despite the 
adage that there is safety in numbers. 
At least that many customers, em- 
ployees, and stockholders of our public 
utility companies are in one sense vic- 
tims—pawns in a subtle game of pres- 
sure, squeeze, and blame. 

The player is not top management, 
whose difficult task it is to keep every- 
body reasonably happy. It is your Un- 
cle Sam. Federal, state, and local gov- 
ernments have the power to tax and 
to regulate, and so have maneuvered 
many of the pawns into a state of mis- 
understanding or incomprehension of 
facts concerning rate charges, profits, 


*For additional personal note, see “Pages 
with the Editors.” 
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and who gets what out of the revenues. 
There are more utility company cus- 
tomers than there are employees or 
stockholders, to be sure. Besides, the 
customer pays the freight for every- 
body. Then why not tell him the facts? 
He is getting the most and best serv- 
ice in the world. Our standard of com- 
fort and convenience is the envy of the 
world. The kilowatt hour, that genie of 
power, serves nearly all urban and 
more than three-fourths of farm 
dwellers. By any other comparison gas 
and telephone utilities perform a re- 
markably broad service, too. 
Utilities make work easier, produc- 
tion greater, and life more full and 
pleasant for 148,000,000 Americans, 
either directly or indirectly. The cus- 
tomer, and he numbers upwards of 
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40,000,000, inevitably is concerned 
with getting all this at low cost. He 
does. 

Considering Uncle Sam’s take, in 
fact, it is remarkably cheap. For Fed- 
eral, state, and local governments take 
atax bite that is no mean part of every 
bill to every customer. In his primary 
concern about charges to him, the cus- 
tomer may overlook this tax matter. 


Eyam Sam's tax collectors last year 
took from 11 cents to more than 
20 cents of each dollar of revenue col- 
lected by utility companies from cus- 
tomers. The average tax take was bet- 
ter than 16 cents out of each dollar of 
revenue, judging by reports of utility 
companies in California. 

For purposes of illustration, Cali- 
fornia concerns probably may be 
viewed as typical of those over all the 
nation. Here’s how some were hit by 
the tax men: 

Pacific Gas and Electric Company 
reported a total 1948 tax bill of $39,- 
853,000; gross revenues were $204,- 
000,000. Uncle Sam, then, got better 
than 19 cents of each customer dollar. 

California Oregon Power Company 
reported a 1948 tax bill of $1,897,000; 
gross revenues totaled $8,954,167. 
Your government took better than 21 
cents of each customer dollar. 

Pacific Lighting Corporation, a gas 
company, reported taxes of $15,461,- 
000 for 1948; gross revenues were 
$95,319,000. Government took 16 
cents from each customer dollar. 

Pacific Telephone & Telegraph 
Company, communications utility, re- 
ported a 1948 operating tax bill of 
$35,054,000; gross revenues totaled 
$346,489,000. The tax take through 
the company was about 11 cents per 
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customer dollar. In addition, though, 
the company collected from customers 
$52,969,000 for Uncle Sam—his ex- 
cise levy. 


XN this time there is nothing to sug- 
gest that taxes are headed down- 
ward, regardless of trends in other 
costs. A substantial part of every util- 
ity bill, then, cannot be reduced by 
management to fit customer conven- 
ience. Only Uncle Sam has that power. 

Nor is the utility customer being 
charged for the purpose of enriching 
the stockholder. Quite the contrary, in 
fact. The man or woman who invests 
savings in the development of a utility 
is working more for Uncle Sam than 
for himself. 

Profit accruing to the stockholder 
generally is substantially less than that 
accruing to Uncle Sam in the form of 
taxes. Reports of some California util- 
ity companies for 1948 again serve to 
illustrate : 

Pacific Gas and Electric in 1948 re- 
ported a net profit after all charges of 
$27,350,000, contrasted with a total 
tax bill of $39,853,000. 

Pacific Telephone & Telegraph in 
1948 reported a net profit of $25,734,- 
000, contrasted with an operating tax 
bill of $35,054,000. 

Pacific Lighting Corporation in 
1948 reported a net profit of $9,987,- 
000, contrasted with a total tax bill of 
$15,461,000. 


HE customer, then, can have little 

quarrel with the stockholder. The 
stockholder might like to advance his 
selfish interest, but obviously he gets 
little opportunity. The customer might 
even sympathize a little with the stock- 
holder, in fact, as he becomes even 
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more cognizant of Uncle Sam’s ex- 
ploitation. 

For Uncle Sam likewise secures his 
, bite out of whatever is paid in divi- 
dends to the stockholder. This means 
that utility revenue gained from 
charges to the customer is not taxed 
just once. It is bitten and bitten again 
in a double-take by Uncle, That has its 
serious implications to the vital prob- 
lem of equity capital in the welfare of 
industry, but more about that later. 

Nor is the utility customer being 
charged just so the utility employees 
can live a better life. For, com- 
pany reports indicate, the wages and 
salaries of operating employees extract 
a sum not so very much greater than 
government takes in total taxes. 

Thousands of people at work, aggre- 
gating hundreds of thousands, are paid 
not so much more by any utility com- 
pany than is government, the customer 
might note. And their wages and sala- 
ries are, in turn, subject to the personal 
income tax. 

Pacific Gas and Electric, in fact, re- 
ported for 1948 that wages and sala- 
ries paid to operating employees ac- 
tually totaled less than the tax bill: 
$36,972,000 versus $39,854,000. Cali- 
fornia Oregon Power also reported 
operating wages and salaries were less 
than taxes : $1,792,000 versus $1,897,- 
000. 
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7 may have been exceptions, 
It’s difficult to tell, for all Calj. 
fornia utility companies are engaged 
in a big expansion. Few payroll figures 
clearly distinguish between operating 
labor costs and some exceptional labor 
costs involved in the expansion con- 
struction. 

Indications, though, are that normal 
operating wages and salaries generally 
range from 10 to 40 per cent above a 
company’s tax bill. Perhaps such costs 
could be lowered and savings passed 
along to customers, but it’s doubtful. 
Why ? Answers to two questions seem 
called for. 

Are the utilities guilty of inefficien- 
cy? The record of performance speaks 
for itself. Power rates declined by suc- 
cessive stages into 1946, Then came in- 
flation at the time of the vital huge 
expansion, Essential upward rate ad- 
justments for power are just now ap- 
proaching equalizing the reductions 
made from war’s end through 1946, 

Should the expansion programs be 
curbed or halted, or are they funda- 
mental to our development ? Obviously 
the road to a better standard of living 
is more service and more production 
for more people, quite aside from ques- 
tions of national security. 


. I ‘HE utility company employee 
should be able to discern that he 


deliberated applications for utility rate increases at con- 


q “IN the past few years some regulatory authorities have 


siderable length while operating and maintenance costs were 
soaring. In. some instances the finally granted adjustments 
lagged so seriously as to bring about severe squeezes on com- 
pany profits. This shortsighted preoccupation with rates 
of return, and the resultant squeeze, has incurred some com- 
pany injuries that have yet to be healed.” 
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too is in a considerable sense a pawn 
of Uncle Sam, At least, he can scarcely 
view himself as a victim of any mythi- 
cal “trust” exploitation. 

He might command more wages, to 
be sure, if rates charged to customers 
were raised sufficiently. But he is a cus- 
tomer, too. 

He might squeeze more from the 
stockholder by reducing the stockholder 
return on investment, perhaps. But not 
if he desires to see his company con- 
tinue to prosper and expand and thus 
ereate more and better job opportuni- 
ties for him, 

Already, as preceding figures attest, 
the stockholder is working more for 
Uncle Sam than for himself. If further 
squeezed, would anyone retain any in- 
centive to save or to invest? Not very 
likely, particularly when Uncle Sam 
appears concerned primarily only with 
“parity” for government. 

The stockholder, of all people, 
should labor under few illusions about 
his position as a pawn, As a part owner 
he must know that his company is not 
at liberty to set rate charges to cus- 
tomers at all the traffic might bear. 

He must know that regulatory au- 
thorities fix rates, and so his allowed 
profit is largely predetermined for 
him. If he doesn’t like it he can sell out. 
He can’t extract more from the cus- 
tomers. 

Nor can he get more from the pro- 
portion going to wages and salaries. 
Even if he could reduce those wages 
and salaries, a patently doubtful as- 
sumption, he likely couldn’t accrue the 
benefits to himself. Regulatory authori- 
ties could construe the greater profit as 
indicating rates higher than the public 
(consumer) interests warranted and 
pass the profits out in lower rates. 
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Y Papeentiny defenders of the public 
covet such opportunities, natural- 
ly. So, the stockholder is allowed just 
what Uncle Sam’s regulatory authori- 
ties deem is right or believe is expedi- 
ent. 

The utility company stockholder, in 
fact, is in one important sense the truly 
forgotten man. He has reasonable sta- 
bility of income from his investment, 
usually. That looms relatively attrac- 
tive in a period when living costs are 
not rising. 

But for some years most holders of 
utility stocks had nothing approaching 
a parity of income—despite the great 
political emphasis on the parity term. 
As a matter of fact, their purchasing 
power from investment income was 
virtually cut in half. They were denied 
the opportunity to share in prosperity. 

The reason is simple and obvious. 
Stockholders in most large established 
utility companies are getting the same 
dividend as a decade or more ago. But, 
costs of living have risen precipitately, 
almost doubling at one point. 

This, of course, is one of the subtle 
powers of regulation. Parity takes on 
quite a different meaning for a stock- 
holder pawn—not connected with pur- 
chasing power at all—if it looms politi- 
cally expedient. It usually does, 


| ig the past few years some regulatory 
authorities have deliberated appli- 
cations for utility rate increases at con- 
siderable length while operating and 
maintenance costs were soaring. In 
some instances the finally granted ad- 
justments lagged so seriously as to 
bring about severe squeezes on com- 
pany profits. 

This shortsighted preoccupation 
with rates of return, and the resultant 
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squeeze, has incurred some company 
injuries that have yet to be healed. An 
obvious example is Pacific Telephone 
& Telegraph. 

Two years ago the company’s dras- 
tic drop in earnings compelled it to 
sharply reduce its dividend. Neither its 
stock nor its stockholders have yet fully 
recovered. This, too, points to serious 
implications in the vital problem of 
raising new equity capital. 

Pacific Telephone was and is in the 
midst of a huge expansion—and a vital 
one if communications service is 
viewed as a requisite of welfare, safety, 
and a rising standard of living. The 
company needed, and continues to need, 
money to finance this expansion. 

The expansion program is no mere 
whimsy or executive dictate. Some 3,- 
500,000 people have been added to the 
population of California in the past 
decade. War shut down all expansion 
not essential to national defense. But 
people require facilities and services. 


s &- meet demands upon it, Pacific 
Telephone embarked upon the pro- 
gram at war’s end. In 1946, 1947, 1948 
its gross plant additions exceeded 
$500,000,000, Demand is not yet fully 
met, so the program is not yet com- 
pleted. At the end of 1948, though, it 
had 3,744,000 telephones in service, up 
more than 1,000,000 from war’s end. 

Pacific Telephone has desired to sell 
stock, to secure permanent capital, in 
the past year to help finance the pro- 
gram. But the profit squeeze injury to 
stock value lingers on. 

Other California utilities, electric 
power and gas notably, have undergone 
terrific growing pains since the war, 
too. Growth and development cost 
money, There is no other way to buy 
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huge quantities of material, to produc 
vast new facilities. 

Here is an idea of some of the sums 
involved: Pacific Gas and Electric} 
since the war has spent over $300,000. 
000 for new dams, power plants, trans. 
mission lines, etc., and has scheduled a 
program for completion in 1951 to cost 
about as much again. Pacific Lighting 
has spent about $100,000,000 and is 
not finished by a long shot. Southern 
California Edison has added more than 
$100,000,000 to plant investment. All 
of a long list of smaller utility compa- 
nies have added markedly to total plant 
investment, and though the dollar fig- 
ures are not as impressive separately, 
in the aggregate they add up to many 
millions. 


oppor SAm’s use of his pawns can- 

not be said always to have helped 
the utilities to soundly finance the new 
requirements. Government is double- 
featured in this instance. For certainly 
the tax-collecting side, and sometimes 
even the rate regulatory side, has not 
functioned in the genuinely long-range 
interest of the public, 

Taxes certainly, and rigorous rate 
regulation probably, have tended to 
foster a greater and greater proportion 
of debt to total utility capital. This is 
no strengthening force to free enter- 
prise. 

Earnings accruing to stockholders 
are heavily taxed, and so are dividends. 
So equity financing is made less attrac- 
tive, stock less easy to market. Bond 
interest is an operating charge, hence 
not taxable. Money is cheap, so interest 
rates are low. Thus going into debt is 
made easier, even momentarily advan- 
tageous. 

This invitation to debt may in some 
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No Depression for Taxes 


66 AT this time there is nothing to suggest that taxes are headed down- 

ward, regardless of trends in other costs, A substantial part of 
every utility bill, then, cannot be reduced by management to fit customer 
convenience. Only Uncle Sam has that power. Nor is the utility customer 


being charged for the purpose of enriching the stockholder. . 
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man or woman who invests savings in the development of a utility ts 
working more for Uncle Sam than for himself.” 





measure be attributed to rate regula- 
tion, too, For earnings accruing to 
stock may be construed by the political 
regulatory authorities as a fair target 
in rate considerations. But debt cost is 
an operating charge, hence not a target. 


| gone in a truly free economy, is not 
desirable. It is only expedient. 
Yet California utility companies, in 
strong financial condition at war’s 
end, have found it necessary to vastly 
increase debt in the postwar expansion. 

Proportion of debt to total capital- 
ization has risen from conservative and 
safe limits to 50 per cent and more. A 
glaring example is Pacific Telephone 
& Telegraph, The debt now consti- 
tutes 54 per cent of the company’s total 
capitalization, contrasted with just 17 
per cent as of VJ-Day. 

Since the company last year reported 
earnings of less than 5 per cent on its 
total capital investment, it is clear that 
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only the low interest cost on a big pro- 
portion of debt enabled the company 
to distribute a reasonable dividend to 
stockholders. For most of the bond 
debt, of course, carries an interest rate 
of 3 per cent or less. 

Large debt, this implies, at this time 
appears virtually mandatory to mainte- 
nance of any reasonable return to stock- 
holders on their more risky investment. 
The utility company scarcely can be 
blamed for this debt mushrooming, but 
the trend is not essentially healthy to 
our economic future. 


HE profit incentive of ownership 
is dulled. The individual self-reli- 
ance, the personal drive to save and to 
directly participate in enterprise devel- 
opment, is curbed. A dictated ceiling is 
placed on potential profit rewards, but 
the risk of loss is entirely the individ- 
ual’s own problem. 
This is not the process that built 
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America or the American standard, ob-" 


viously. Regulation should be far- 
sighted and constantly cognizant of the 
desirability of equity as contrasted with 
debt financing. Otherwise it can only 
be a stifling process that tends to culti- 
vate collectivism. 

Currently the investment appetite 
for stocks of utility companies is keen 
only by comparison with the recent al- 
most complete lack of such appetite. 
Yet right now comparative stability of 
income, plus better buying power of 
dividend dollars as supply of goods 
overtakes demand, should be very en- 
ticing to potential investors. Why isn’t 
it? 

The answers are investor fear of 
shortsighted regulatory policies and 
practices, perhaps too heavy debt, and 
foremost the weight of taxation plus 
the double taxation on dividends. 
Added to this is the prospect of another 
period of deficit financing and cheaper 
money. 


Perna money naturally suggests 
prospects of higher operating, 
maintenance, and replacement costs— 
a rising overhead for utilities. Higher 
rate charges inevitably would have to 
be permitted to follow, but as in the 
past they could lag to the point of ex- 
erting new sharp squeezes on potential 
profits. 

Deficit financing, just as naturally, 
prompts thoughts of even higher tax 


levies by Uncle Sam. With the stock- 
holder already in the position of seeing 
his invested savings at work more for 
government than for himself, such a 
prospect is anathema. Where’s the in- 
centive to save, to attempt to build 
one’s individual and personal security? 

Nobody, of course, can know what 
the future holds. The trend, however, 
seems to have been fairly clearly de- 
fined. Certainly the evidence suggests 
that continuing tax demands constitute 
one of the foremost reasons why util- 
ity rates are likely to continue to press 
upwards, why new capital for invest- 
ment is reluctant. 

Perhaps today’s great scramble for 
security on the part of the pawns—cus- 
tomers, employees, and stockholders— 
has blinded them to the long-range dan- 
gers in this game. Perhaps it is too 
much to presume that mere pawns 
should demand an even break with their 
Uncle Sam. Perhaps the politically in- 
spired notion that corporation taxes 
cost the individual little or nothing has 
been too well implanted to permit of 
its dislodging. 

Maybe it’s too late, but the stakes 
are high. Individual initiative, freedom 
of choice and opportunity, and finally 
economic and political freedom, can be 
lost. Unless the pawns bestir them- 
selves and command a reasonable par- 
ity with Uncle Sam, then 50,000,000 
Americans—and a whole lot more— 
will be irrevocably wronged. 





— the government keeps getting bigger, as President Tru- 
man prophesies that it will and says that it should, there 
is no end to the road of heavier and heavier taxes until such a 
day as the people themselves awake and call a halt.” 

—EpITorIAt STATEMENT, 
The Wall Street Journal. 
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The REA Capital 
Credits Program 


Most codperatives have a relatively small investment in relation to 
their business volume—generally contributed by members. An REA 
codperative, however, has a high capital investment because of the eco- 
nomics of electric power operations—and generally all of its original 
investment is borrowed through REA. Several years ago the Federal 
REA brought forth the “Capital Credits Plan” whereby REA co-op 
members agree among themselves that any payment above the cost of 
service shall be regarde d as capital furnished by the patron to the co-op. 
The co-op credits such patrons with capital on its books for eventual 
return, Here is an analysis of the Capital Credits Plan and its purpose, 
apparent and otherwise. 


sy FRANKLIN J. TOBEY, JR.* 


OBODY is opposed to ordinary 
N neighborly codperation. Per- 
haps the word “codperation” 

has become too strong a term for the 
old form of American neighborliness, 
expressed in a number of practical ways 
—especially as an important factor in 
rural life and economy. Barn raisings 
and joint-harvesting efforts are still 
looked upon as typically “American.” 
But in recent decades the word co- 
Operation has taken on a collectivist 
connotation. Spontaneous codperation 
has been replaced in the popular mind 
by organized codperation via the “co- 
Operative” form of enterprise. When 
Soviet writers use it (and they use it 
often, because the “codperative” form 
is an important adjunct of Soviet econ- 
omy) they mean something quite dif- 


*Associate editor of Pustic Utmrrtes Fort- 
NIGHTLY. 
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ferent from the American concept. But 
even our American concept has become 
confused by specialized applications. 
These in turn run the gamut from sim- 
ple rural marketing and purchasing 
groups, through the REA variation, 
to the million-dollar superproduction 
jobs which have been criticized as out- 
and-out tax-dodging devices, 

This largely tax-exempt institution 
is regarded by some as not quite con- 
ciliable with “fair play” and “healthy 
competition.” To social reformers, 
looking at the social results obtained 
for immediate co-op members, all 
means to that end are sympathetically 
viewed and morally rationalized. 


“Ppa including the rural electric 
co-ops, are not necessarily “infant 
which need protection in 
order to mature and then serve the 
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greater common interest. That thought 
has not been a part of the codperative 
plan or its basic concept. Many co-ops 
which had small and laudable begin- 
nings, based on real neighborhood 
need, are now huge thriving concerns 
with all the physical characteristics of 
successful business enterprises. In ad- 
dition, they also have had privileges 
and advantages bestowed upon them by 
the Federal government while sharing 
only part of a commercial corporation’s 
public duties and responsibilities. 

It is interesting to examine, in light 
of this, a program fostered by a Fed- 
eral agency which frankly encourages 
small economic institutions to retain 
the co-op form. Conversely this pro- 
gram discourages (if it does not prac- 
tically prevent) that unit from even 
becoming a small typical business en- 
terprise, subject to the same stresses 
and strains (including regulation by 
government) as its “competitors” or 
similar privately owned business op- 
erations in the same area or similar 
environment. 

The program referred to is the co- 
op Capital Credits Plan which has been 
designed and fostered by the Rural 
Electrification Administration, under 
auspices of the United States Depart- 
ment of Agriculture. Avoiding the con- 
troversial question of “when is a profit 
not a profit?”—let us examine other 
characteristics and implications of the 
plan. 

“The essence of the plan,” says an 
REA circular pamphlet, dated Novem- 
ber, 1946, “is an agreement, with the 
legal form of a contract between the 
codperative and its members that any 
money paid in by the patrons above the 
cost of serving them is paid in by them 
as capital. Each patron will get it back 
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eventually when the co-op has accumu- 
lated sufficient capital to insure its f- 
nancial stability.” 

The ostensible advantages of the 
Capital Credits Plan for the co-op 
members are (1) to build up an equity 
interest for the co-op patrons in pro- 
portion to their patronage, (2) to 
strengthen the sense of personal inter- 
est of the members in the local owner- 
ship and management of the business, 
and (3) to provide some incentive for 
more patronage in the form of eventual 
return credits as cash to the patron. 


B” somewhat more critically viewed 
the Capital Credits Plan can ac- 
complish the following objectives: 


(1) Immunity to taxation. The co- 
op’s receipts, over operating expenses 
and loan requirements, would not be 
refundable as ordinary “profits” or 
“income”; but instead sewed up—by 
agreement—in the form of “Capital 
Credits” to patrons. This would insure 
income tax exemption, even though 
Congress should some day change its 
mind about the tax exemption which 
co-ops presently enjoy. 

(2) Immunity to liquidation of the 
cooperative. The plan would make it 
less attractive for a private power com- 
pany to buy out co-ops because co-op 
members would no longer sell out their 
systems for the unpaid balance of the 
government loans. They would be 
bound by contract also to liquidate a 
total in the amount of “Capital Cred- 
its’”’ entered on the books in favor of 
the individual patrons (whether mem- 
bers of the co-op or not). 

(3) Immunity to public regulation. 
To the extent that co-ops enjoy im- 
munity from regulations by public 
service commissions (as is the case in 
most states), the retention of the co- 
op form—through the operation of 
the Capital Credits Plan—would be 
correspondingly assured. 

(4) Immunity to profit incentive. 
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The Capital Credits Plan starts out 
fresh on the basis of actual patronage 
—regardless of whether the patron is 
a co-op member or not, or how long 
he has been a patron. Under the plan, 
older members find themselves bound 
by contract to honor Capital Credits 
accumulated by more recently attached 
patrons. Furthermore, Capital Credits 
would only accumulate during the 
years in which the co-op is operating 
in the black. Any deficit operation 
would not be deductible from existing 
credits. Deficits would be charged to 
co-op operations as a whole. 


zt fpows plan guarantees that local 
power consumers will become 
“contributors of capital” with the 
avowed purpose and hope that this will 
act as insurance against the electric 
co-ops falling into the hands of a pub- 
lic utility company. Adoption of the 
plan confirms the cooperative form of 
organization upon the REA co-op— 
in advance of its being weaned from 
REA—and virtually obliges the group 
to retain the co-op form. 

This brings up an interesting ques- 
tion. Why is an agency of the Federal 
government so interested in stamping 
the nation’s rural electric service agen- 
cies with the cooperative form ? Should 
the REA, which claims to be only a 
“lending agency,” care what form a 
given enterprise takes, once it has re- 
paid its debt to the Federal govern- 
ment? What if these organizations 
were left to determine their own future 


= 


—after REA ? Someco-ops might con- 
ceivably be interested in reorganizing 
as local small businesses. Of course, 
dropping the co-op form in favor of 
incorporation would mean, in most 
cases, that the unit would come within 
the jurisdiction of the state regulatory 
commission, It would also lose a num- 
ber of other privileges conferred upon 
co-ops by government, certain tax ad- 
vantages to name one. Or to name an- 
other, statutory “preference” in the 
purchase of public power or surplus 
property from the Federal government. 

Let’s assume, however, that farmer 
co-op members in a certain area might 
wish to get out of the electric business 
by handing it over, for value received, 
to a regular commercial power com- 
pany. Without the plan, this could hap- 
pen at any time, either before or after 
its indebtedness to REA has been paid 
off. After the co-op has adopted the 
plan, it would then pose additional ob- 
stacles to be overcome, before any sale 
or transfer of property could be made. 


HAT was the origin of this co-op 

Capital Credits Plan? Legally 
speaking, the plan is based on a 1910 
precedent established by three railroad 
companies which decided to build and 
maintain a railroad bridge across the 
Ohio river (Paducah, Kentucky, to 
Metropolis, Illinois) for their joint use. 
The three railroad companies contrib- 


“THE ostensible advantages of the Capital Credits Plan for 
the co-op members are (1) to build up an equity interest 
for the co-op patrons in proportion to their patronage, (2) 
to strengthen the sense of personal interest of the members 
in the local ownership and management of the business, and 
(3) to provide some incentive for more patronage in the 
form of eventual return credits as cash to the patron.” 
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uted to the upkeep in proportion to 
their traffic over the span. But how 
about an excess, above operating ex- 
penses? Would it become a profit, to 
be taxed against each contributing 
road? Or could it be viewed as a pro 
tanto reimbursement of capital ? 

In the tax appeal case of the Paducah 
& Illinois Railroad Company (2 BTA 
1001) which was determined by the 
U. S. Board of Tax Appeals in 1925, 
the court ruled that any such accumu- 
lation of funds, resulting from the 
agreement, was in fact a “capital in- 
vestment.” This convenient precedent 
was used by REA’s legal staff as a so- 
lution to the problem of providing 
co-ops with a program for accumulat- 
ing capital funds out of operating re- 
ceipts—funds which would be immune 
from taxation as “profits,” even if 
Congress should ever repeal the pres- 
ent income tax exemption enjoyed by 
co-ops—as small] business interests are 
even now demanding. The REA cir- 
cular admits as much when it states: 


Because the true surplus of a busi- 
ness is taxable income, some critics of 
co-op enterprise look upon balances 
over expenses of codperatives, even if 
earmarked for return to patrons, as 
though they were taxable surpluses. 
Under the Capital Credits Plan there 
can be no such confusion because of 


payment. 


HE ordinary (non-REA) con- 

sumer’s cooperative requires a 
relatively small capital investment in 
proportion to its annual earnings, 
therefore it can afford to grant divi- 
dends on any accumulated surplus. The 
REA electric co-op, however, requires 
a high capital investment in proportion 
to annual earnings. Payments by pa- 
trons in excess of co-op costs cannot 
SEPT. 15, 1949 


be returned to the patrons immediate); 
in the form of refunds, REA argue 
since they must be applied to the reduc. 
tion of the REA loan. Using this basis, 
any payments made by REA co-op pu- 
trons in excess of the cost of servic: 
are considered to be “capital” supplied 
by the patrons. 

Where they have not already done 
so, REA electric co-op members ar 
now being urged at their local meetings 
to adopt the Capital Credits Plan. Such 
adoption basically involves an agree. 
ment between the co-op and its mem- 
bers—with the legal force of a contract 
—which releases the co-op manage- 
ment to use, as investment capital, any 
funds left over after the actual cost oj 
service has been subtracted from rates 
charged for service. Thus, the older or 
founding members, who have seen the 
co-op through its earlier and perhaps 
leaner years, surrender their rights as 
owners to future income in excess of 
expenses, and agree by mutual consent 
to turn it over to future patrons (in- 
cluding themselves) but on the basis 
of future patronage. 


R®* pamphlets on the plan say : “We 
strongly recommend adoption of 
the plan by REA co-ops. REA lawyers 
have studied the plan with great care 
and should take credit for the basic 
framework as well as for working out 
the fundamental.details. The plan is 
also in keeping with co-op principles 
and is recognized as sound co-op prac- 
tice. .. . We have been in very close 
touch with other co-op programs . . . 
and find them fully consistent with this 
plan.” 

This is in line with Agriculture De- 
partment theory and practice, Claude 
R. Wickard, present REA Administra- 
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Why Co-ops Stay That Way 


—- is not mere ‘indoctrination’ 


that strengthens the co-op members 


against any desire to sell out or turn into full tax-paying members 
of the commercial community in which it operates. There is still that 


leverage which is contained in tts 


tax and other advantages. The plan 


represents an added incentive to communal ownership in which real 
ownership is so dispersed and indefinite that it has little meaning.” 





tor, and former Secretary of Agricul- 
ture, says the co-op form is preferred 
—not through any desire to promote 
cooperative philosophy—but because 
his department has found “historical- 
ly” that it is the only form which can 
be depended upon to deliver the goods, 
and do the job of area coverage, as 
opposed to the selective coverage of the 
private utilities. 

The mechanics of the adoption of 
the REA “Capital Credits Plan” by a 
power cooperative requires amendment 
of the codperative’s bylaws. This, in 
effect, confirms the codperative char- 
acter upon this type of setup. Ostensi- 
bly, the amendment is required to en- 
able the codperative management to di- 
vert the surplus of revenue over cost as 
“capital” from the members as owners, 
who would otherwise be entitled to it 
as income or “refunds.” In an ordi- 
nary consumer co-op, such surpluses 
would be paid to the members in the 
form of a rebate. 
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All patrons of an electric co-op (new 
and old) participate fully in the plan. 
This is designed to encourage new 
members and nonmember patrons in 
the area to go along with the co-op 
nature of their power supplier. The 
charter members who have pioneered 
the co-op are reassured by REA that 
they are not being assessed individually 
for any operating deficits the co-op 
may have incurred during its first years. 
They are reminded that they were ac- 
tually getting service below cost then, 
and that they cannot expect credit for 
capital in years when no capital was 
furnished. They are rather frankly told 
that they have assumed no risk—that 
all the risk was taken by the Federal 
government which supplied the needed 
funds through the REA. 
ee this comparison of members’ rights 

with patrons’ rights, it should be 
remembered that members alone can 
participate in running the co-op’s af- 
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fairs, in electing its directors, and 
establishing its policies. Nonmember 
patrons have no share in the control 
over the co-op, and no voice in its policy 
council. But they are entitled to credit 
for any “capital” which they furnish. 

Some enthusiastic REA co-op mem- 
bers with an eye to organizational bet- 
terment have suggested that the capital 
credit of nonmember patrons be used 
as a down payment on that patron’s 
membership dues in the co-op, REA 
frowned officially on this device as be- 
ing obviously undemocratic. It states: 
“". . remember you can’t make a 
man a member without his consent. . . 
it is much better for the co-op if he 
has, and expresses—by paying $5 out 
of his pocket—a desire to become a 
member.” 

Now let us examine these credits: 
These credits represent the amount of 
money furnished by the member dur- 
ing a specific year (as said heretofore) 
in excess of the cost of service. What 
would the co-op do with it, under the 
plan ? Instead of refunding this money 
as the ordinary farmer co-op would, 
the REA co-op could use it to pay (1) 
interest on its debt to the Federal gov- 
ernment; (2) as working capital; (3) 
repayment of loans ahead of schedule; 
and (4) replacement of or expansion 
of plant or to meet any other legitimate 
capital need. After that (7.e¢., if the 
money isn’t still needed for any of these 
things), liquidation or repayment of 
outstanding capital credits could pro- 
ceed in accordance with the decision of 
the co-op management. 


Dhan the plan, each member or 
“patron” gets “capital credits” in 
proportion to his payments for electric 
service during the year. If a co-op has 
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received from all of its patrons $100. 
000 in payments of electric service, and 
if the cost of providing the service was 
only $90,000, then 90 per cent of every 
bill paid is applied to the cost of electric 
service and 10 per cent is listed as pa- 
tronage capital. Therefore, a patron 
whose service bills total $200 will be 
credited with $20 on his patronage 
capital account, A patron whose elec- 
tric bills total $60 will be credited 
with $6 on his patronage capital ac- 
count on the co-op books. 

Maintaining the plan requires a cer- 
tain amount of bookkeeping by the co- 
op management. The manager sets up 
an account for each patron. Each year 
the “surplus” capital is credited to that 
patron in his capital account and he is 
notified of his contribution. Where the 
plan is well established, the co-op issues 
a certificate which represents the 
amount which the patron has “in- 
vested.” These certificates are non- 
interest bearing and they never lose or 
pick up value. REA says the certificate 
represents a “specific personal equity in 
the physical properties of the co-op.” 
Because of the uncertainty of co-op 
policy the certificate might, in a sense, 
be viewed as representing theoretical 
intention to refund the money some 
time in the distant future. 

These certificates, according to the 
plan, would be retired serially, when 
the entire indebtedness of the co-op 
has been wiped off the books and there 
is sufficient surplus still coming in to 
guarantee that members’ and patrons’ 
contributions can be paid off. 

There are many factors that may 
delay this eventual payment. No pa- 
tronage capital can be retired until the 
co-op has obtained enough money to 
take care of its needs and in the mean- 
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time REA encourages the co-op to 
make new loans to “heavy up” the lines 
or expand coverage. If a co-op has had 
heavy Operating deficits in some years, 
it will, of course, take longer for the 
co-op to reach the point where it can 
begin to retire patronage capital. 


n its folder on the plan, REA says: 

“Of course, it will be a long time 
before an REA co-op can begin to pay 
back any of the capital furnished by its 
patrons.” From the same pamphlet, one 
co-op member asks, “Can I look for- 
ward to getting any large sums of 
money when my capital credits are re- 
tired ?”” REA answers, “Probably not, 
if your co-op is efficiently managed.” 
The explanation follows to the effect 
that the capital credits account may 
function in a manner similar to the 
“barometer funds” of certain public 
utilities. 

The question arises, and it is largely 
a matter of policy of the individual 
co-op, whether the co-op will see fit to 
accumulate receipts in excess of ex- 
penses and fixed costs and, therefore, 
many capital credit entries, or whether 
it will just cut rates to conform more 
nearly with the cost of power. One pos- 
sible use of large reserves is their pos- 
sible application to expand the co-op 
service area through acquisition of 


neighboring utility service units, pri- 
vate or municipal. There is also the 
question whether some of these funds 
may be used for “educational pro- 
grams’ which are considered perfectly 
in order in the cooperative movement. 

REA strictly avoids any association 
of the word “stock’’ in reference to the 
capital credits plan. Or, any suggestion 
that the co-op might need this extra 
“shot in the arm”’ in order to maintain 
its operations and repay its debt. 
REA praises the co-ops generally and 
states that they are “doing better than 
was initially expected.” REA’s pam- 
phlet on the plan also stresses the angle 
that patrons are thus building up local 
ownership in the co-op properties while 
it is paying back the government loan. 

Only in the case of over-all liquida- 
tion would a co-op’s operating deficits 
affect the value of its patron’s capital 
credits. As long as the business is a 
going concern, the entries in the indi- 
vidual patron’s account show what 
they will get when, and if, the time 
comes to retire the capital provided in 
any particular year or years. On the 
balance sheet, the net worth section 
might have an item called “capital cred- 
its” but the amount listed there would 
not necessarily be the sum of those 
credits if there had been any operating 
deficits. 


e 


“Wy ts an agency of the Federal government so interested 
in stamping the nation’s rural electric service agencies with 
the cooperative form? Should the REA, which claims to 
be only a ‘lending agency,’ care what form a given enterprise 
takes, once it has repaid its debt to the Federal government? 
What if these organizations were left to determine their own 
future—after REA? Some co-ops might conceivably be in- 
terested in reorganizing as local small businesses.” 
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I* summarization, let us recount the 
functions of the Capital Credits 
Plan. First, it preserves the co-op en- 
tity and provides a nest egg for expan- 
sion. Second, it provides use of what 
would ordinarily be called “earned 
income” as capital without the onus of 
the terms “surplus” or “profit.” Third, 
it may save the co-op from the need 
for applying to a private institution for 
a private loan at a high rate of interest. 
Additional REA loans would not be 
thus inhibited. Fourth, it provides fi- 
nancial insulation from any attempted 
merger or acquisition move by a public 
utility company, 

About 25 per cent of all REA co-ops 
have adopted the plan. Some of the 
first started in 1941. REA contends 
that the plan has not been designed 
for the benefit of the government. It 
is true that the government’s invest- 
ment is better protected. It is also true 
that REA has through the plan laid 
the foundation for perpetuating the 
co-ops indefinitely. REA is well aware 
of the fact. The covenant between the 
members agreeing to the Capital Cred- 


its Plan, and the public referendum 
needed before the plan can be dropped 
(assuming that the financial condition 
of the codperative will permit it), vir- 
tually guarantees the continuance of 
the co-op form. 

Just how the REA can justify Fed- 
eral government encouragement of a 
form of enterprise which must thrive 
on tax avoidance and the avoidance of 
regulation and other rules of business, 
which the nation’s regular commercial 
system of private enterprise must obey, 
is not so Clear, 

It is not mere “indoctrination” that 
strengthens the co-op members against 
any desire to sell out or turn into full 
tax-paying members of the commercial 
community in which it operates. There 
is still that leverage which is contained 
in its tax and other advantages. The 
plan represents an added incentive to 
communal ownership in which real 
ownership is so dispersed and indefinite 
that it has little meaning. This will per- 
sist, even assuming eventual retirement 
of all capital loaned by patrons, which 
is akin to the social millennium. 





Financing Plant Expansion with 
Inflated Dollars 


ce HE inflated dollars earned and retained by American 
corporations are not adequate to finance normal im- 
provement of the productive facilities of the country. This 
threatens needed technological advancement and the ¢raditional 
improvement in living standards to which Americans have 
become accustomed. It is especially alarming that government 
economists should foster the myth of high corporate profits, 
and thereby encourage the adoption of national policies based 
on an illusion. The myth of high corporate profits has been 
built up by those who have failed to take into consideration 
and to make clear that the corporation’s dollars are inflated like 
all others, and by others who have made invalid comparisons, 
particularly with years of low production and employment.” 
—WituiaM J. KEtty, 

Chicago industrialist. 
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Washington and the 
Utilities 


Senate Votes Funds for Public 
Lines 


INE Democrats joined with twenty- 
N nine Republicans in the Senate on 
the most controversial amendment rec- 
ommended by the Appropriations Com- 
mittee for the Interior Department Ap- 
propriation Bill. But it fell short of 
enough to uphold the Appropriations 
Committee, which wanted to cut funds 
for building transmission lines by the 
Southwestern Power Administration. 
Eight Republicans joined thirty-seven 
Democrats in rejecting the committee ac- 
tion. And so it was by a vote of 45 to 38 
that the Senate refused to delay appro- 
priations for building the lines. And the 
test on the SWPA funds was followed 
through by similar victories for public 
power lines in the case of the Bonneville 
Power Administration. 

And yet the majority was not so much 
out of line with the minority on the 
matter of principle. It was largely a 
matter of timing. Soaeden Thomas ( Dem- 
ocrat, Oklahoma), spokesman for the 
committee, drew the pattern of the Sen- 
ate committee’s position on the contro- 
versial question. The Federal govern- 
ment, he said, already has realized its 
objectives, without building duplicating 
facilities, in the form of a contract with 
the Texas Power & Light Company. 
Why cannot the government do likewise 
with other public utility companies in 
other areas? These companies have re- 
cently indicated their willingness to do 
so. The taxpayer should therefore be 
saved the expense of building govern- 
ment lines, 


poe Hayden (Democrat, Ari- 
zona), chairman of the Interior Ap- 
propriations subcommittee, who joined 
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in the vote for the full committee report, 
represented the majority viewpoint. He 
admitted that the Texas contract is a 
good arrangement. It should be followed 
elsewhere, if possible. But the Federal 
government would be in a better bargain- 
ing position, he said, if the funds for 
building the lines were restored in the 
present bill, Then the Interior could go 
ahead with building government lines, if 
the other power companies were unwill- 
ing to come to terms. Senator Thomas 
said that he would be willing to put the 
money back into an Interior Appropria- 
tion Bill next year, if the power com- 
panies in other areas fail to get together 
with the government. 

The difference between Senators 
Thomas and Hayden, therefore, seemed 
to be a question of negotiating procedure, 
rather than ultimate objective. 

Of course, there still remained some 
Senators who want public power —- 
sion under any circumstances, regardless 
of how many concessions private power 
companies are willing to make. Senators 
Murray (Democrat, Montana) and Kerr 
(Democrat, Oklahoma) urged that the 
government build its own transmission 
lines in any event. But most of the Sena- 
tors during debate praised the Texas con- 
tract. The position of Speaker of the 
House Rayburn was likewise disclosed 
as favoring the Texas contract pattern. 

Thus it appears that even in turning 
down the recommendation of its Appro- 

riations Committee, a majority of the 

Senne favor a policy of having SWPA 
work out contract agreements with the 
private power companies in the south- 
western area—along the lines of the con- 
tract which SWPA now has with the 
Texas Power & Light Company. 

Senator Fulbright (Democrat, Ar- 
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kansas) stated during the floor debate: 


I am supporting the appropriation 
carried in the House bill upon the as- 
surance and with the understanding 
that the Interior Department will make 
a good-faith offer and enter into nego- 
tiations with the power companies in 
an effort to work out a contract based 
upon the principles and following the 
pattern of the one which has been 
adopted in Texas. 


ENATOR Johnson (Democrat, Texas) 
struck the same note in his argument 
in favor of restoring the funds. He said: 


I predict that if the Senate in its 
wisdom now restores the funds carried 
in the bill as passed by the House of 
Representatives, the man who nego- 
tiated the original Texas contract, Mr. 
Wright, will negotiate another contract 
if the companies are willing. 

I do not object to transmission con- 
tracts between the government and 
private companies. I do not object to 
the proposal to let private companies 
build transmission lines and transport 
public power. I know that such an ar- 
rangement has worked successfully in 
Texas — the only place in the nation 
where it has been tried; and the man 
who put it into effect is the head of this 
administration. 

Senator Hayden likewise stated : 


But we do expect Mr. Wright to 
make a sincere effort, and we do ex- 
pect the power companies, in accord- 
ance with the representations they 
have made, to accept that kind of offer. 
Of course, if some preferred custom- 
ers at a great distance applied for 
power it would not be feasible for the 
government to build long transmission 
lines to serve them, and the request 
would have to be denied. But where 
the situation fits, to the location, so 
that a private power company can do 
the transmission job, we expect it to 
be done. As chairman of the subcom- 
mittee handling the appropriation bill, 
I am going to hold Mr. Wright respon- 
sible fo or carrying out the pledge which 
he has made. 
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The hope that a “pattern” for better 
government-industry understanding on 
the building of duplicate power lines js 
still thus kept alive despite the failure 
of the Senate to back up its own com- 
mittee’s absolute directive to the Interior 
Department to work out contracts with 
the power companies. The total amount 
of $9,000,000 voted by the Senate for 
SWPA equals the administration's full 
budget requirements. It contains in- 
creases in both cash and contract author- 
ity which the Appropriations Committee 
wanted to cut $3,874,000. The Senate 
also voted (47 to 35) to set up a $300,000 
“continuing fund” for SWPA. And, if 
the SWPA decides to comimence build- 
ing the lines, Congress is committed toa 
total over-all appropriation of $31, 
000,000 over the next three years. The 
Senate, voting late last month on other 
disputed items in the Interior Depart- 
ment Appropriation Bill, was expected 
to follow the trend set by the vote on the 


SW PA lines. 


HETHER partisan division of the 

Senate vote presages development 
of a political issue on the subject of pub- 
lic power expansion at the expense of 
private enterprise depends on whether 
contracts with the private companies are 
actually worked out during the coming 
months. If the Interior Department ne- 
gotiators arbitrarily refuse to come to 
terms despite concessions made by the 
private companies, an issue of good faith 
can be raised regarding the spending pol- 
icies of the Senate majority. Douglas 
Wright, SWPA Administrator, who ne- 
gotiated the Texas contract, has pledged 
that he will seek similar additional con- 
tracts with the priwate companies. 

On August 24th the Senate adopted 
(45 to 35) an amendment by Senator 
Magnuson (Democrat, Washington) to 
increase Bonneville Power Administra- 
tion Tunds by $375,000, adding the lan- 
guage, “including funds for construction 
of Kerr-Anaconda transmission facili- 
ties.” It also adopted an amendment by 
Senator Hayden to increase Bonneville 
funds for power transmission facilities 


by $322,500. 
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New Louisiana Gas Line 


Opposed 
MOVE to pipe natural gas from 
Texas and Louisiana fields into 
the lower Southeast got under way be- 
fore the Power Commission last month. 

The Atlantic Gulf Gas Company, of 
Shreveport, is seeking permission to 
build a 1,731-mile pipeline from south of 
New Orleans through southern Missis- 
ippi, Alabama, and Georgia to Jackson- 
ville. 

W. Scott Wilkinson, of Shreveport, 
counsel, said the project is estimated to 
cost $92,000,000. The line would tie into 
a United Gas Corporation line at Pointe 
ala Hache, Louisiana. 

The petition for a certificate was filed 
in April, 1947. The Southern Natural 
Gas Company made a similar move to 
serve the same territory and is listed as 
an intervener in the Atlantic Case. 

Railroads serving the southeastern 
United States said they oppose con- 
struction of a natural gas line from Texas 
and Louisiana fields into the lower south- 
east. The attorneys in preliminary state- 
ments said they intended to show that the 
line is “not in the public interest” and 
would do irreparable damage to the rail- 
roads. 

Wilkinson said the proposed line 
would be financed by 25 per cent sale 
of stock and 75 per cent sale of bonds. 
He also said they were ready to begin 
construction as soon as they obtain an 
application. Completion is set for the 
summer of 1952. 

Fifty-four cities and towns including 
Savannah, Georgia; Charleston, South 
Carolina; and Tallahassee and Jackson- 
ville, Florida, would be served. 

The territory to be served is now with- 
out natural gas, although eleven cities 
have manufactured gas, Wilkinson said. 

Interveners include the National Coal 
Association, the United Mine Workers, 
Brotherhood of Railroad Conductors, 
Brotherhood of Firemen and Engineers, 
Switchmen’s Union, Atlantic Coast Line 
Railway, Central of Georgia Railway, 
and the Southern Natural Gas Company 
which has filed an application to serve 
the same territory. 
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Flood Control Bill Passed 


HE House passed with only a single 

dissenting vote the “billion plus” 
omnibus Rivers and Harbors and Flood 
Control Bill—first since 1946. A total of 
$995,000,000 goes to flood-control proj- 
ects. The balance of $119,539,975 goes 
for rivers and harbors projects. Its sup- 
porters repeatedly stressed the fact that 
appropriations for particular projects 
must still be made by Congress in subse- 
quent specific appropriation bills. 

Among the power projects authorized 
in the House-approved bill, to be built 
by Army Engineers, was an item of 
$31,070,000 for the Albeni Falls multi- 
purpose dam on the Pend Oreille river in 
Idaho. This dam is supposed to benefit 
downstream projects to the extent of 
265,000 kilowatts when distributed 
among the Grand Coulee, Chief Joseph, 
McNary, Bonneville, Priest Rapids, John 
Day, and the Dalles project. Blanket 
amounts also are authorized for the con- 
tinuation of a number of river basin pro- 
grams, in which power projects are in- 
cluded: Savannah river basin-Hartwell 
dam ($40,000,000), White river basin 
($35,000,000), Missouri river basin 
($250,000,000), and the Missouri “com- 
prehensive plan” to be carried out with 
the Secretary of Interior ($200,000,000). 

An initial expenditure of $40,000,000 
on the projected $68,500,000 Hartwell 
dam was included. Hartwell will be the 
second of a series of eleven dams pro- 
posed by Army Engineers for develop- 
ment of the Savannah river basin. The 
Hartwell dam site is about thirty miles 
from Athens and about ten miles from 
Anderson, South Carolina. 

Representative Brown (Democrat, 
Georgia) said the omnibus bill also 
includes authorization of $3,137,000 for 
channel work on the Savannah river be- 
tween South Carolina and Georgia from 
Savannah to Augusta. 

If the Hartwell dam money is ap- 
proved by both House and Senate, Hart- 
well will go on a list of authorized proj- 
ects. The next step is when the Appro- 
priations committees of both branches of 
Congress select it for an actual appro- 
priation. 
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Exchange Calls 
And Gossip 


Task Group Formed 


- R. STEELMAN, presidential as- 
J sistant and chairman of the National 
Security Resources Board, recently an- 
nounced the formation of a task group to 
study the requirements of the nation’s 
telegraph and telephone communications 
industry in the event of an emergency. 
The group will look into the needs, under 
war conditions, of the domestic commu- 
nications operating industry, with spe- 
cial emphasis on the impact on manufac- 
turing capacity. It also will stress needs 
for raw materials and reserve stocks of 
manufactured items to provide the serv- 
ice necessary in an emergency. 

The assignment calls for inquiries that 
cover both the period during conversion 
when civilian orders on hand are being 
completed and the later period when re- 
quirements must be limited to minimum 
maintenance, repairs, and provision of 
essential operating supplies. The com- 
mittee also has been asked to make rec- 
ommendations on stockpiling of the prin- 
cipal materials that the industry might 
require. 

H. V. Bozell, president of General 
Telephone Corporation, New York, is 
chairman of the group. Other members 
of the committee are: F. E. Norris, also 
of the General Telephone Corporation ; 
T. S. Gary, president, Automatic Elec- 
tric Sales Corporation, Chicago; E. R. 
Wheeler of the Western Union Tele- 
graph Company; C. D. Manning, vice 
president, Kellogg Switchboard & Sup- 
ply Company, Chicago; H. S. Osborne 
of the American Telephone and Tele- 
graph Company ; and F. W. Bierwirth of 
the Western Electric Company. 

The special task group will re 
the Office of Production of the NS 
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Charges Color Video Held Back 


S NATOR Edwin C. Johnson (Demo- 
crat, Colorado) last month charged 
the development of color television is 
being “blocked arbitrarily by selfish in- 
terests.” The chairman of the Senate 
Commerce Committee said those “who 
have been most active in pushing color 
television suddenly have become very 
cold to further efforts in this direction.” 

He said a demonstration he attended 
recently in Washington, D. C., “proved 
beyond any question that color television 
is here now.” 

The Radio Manufacturers Associa- 
tion, meanwhile, denied that the manv- 
facturing industry has retarded or op- 
posed color television development. It as- 
serted, however, that even if the Fed- 
eral Communications Commission should 
quickly authorize color television, it 
would take the manufacturers several 
years to get the necessary equipment into 
the hands of the public generally. 

It said the owners of 2,000,000 present 
television sets should be protected. Any 
color television system approved by the 
FCC should enable these owners to re- 
ceive the color transmissions by buying 
converters at relatively small cost, the 
manufacturers’ statement said. 

The statement was filed with the FCC. 
Senator Johnson made his charges in a 
letter to Paul A. Walker, FCC vice 
chairman. 


> 
FCC Bans Give-away Shows 


HE Federal Communications Com- 
mission last month ruled against 
the broadcasting of radio and television 
give-away programs, holding they were 
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in violation of the United States Crim- 
inal Code section on lotteries. The com- 
nission said that no immediate action 
yould be taken against present programs 
of this type, but that after October Ist 
: would not renew licenses nor grant 
;onstruction permits to broadcasters fea- 
wring this type of entertainment. 

The commission noted that § 1304 of 
te Criminal Code, as enacted by tke 
Yh Congress, made unlawful the broad- 
ast of any lottery, gift presentation, or 
imilar scheme by a broadcasting com- 
pny. This action, the commission held, 
was codified from § 316 of the Commu- 
sications Act and did not in any way “af- 
fect or change the impact against the 
broadcast of lottery information as a 
criminal provision.” 

The American Broadcasting Company 
was said to be preparing a court test of 
the power of the FCC to curb such pro- 
grams. On the outcome of the legal ac- 
tion, industry circles agreed, would de- 
pend the fate of more than fifty network 
give-away shows, which have been dis- 
tributing merchandise and prizes at a rate 
inexcess Of $4,000,000 a year. Hundreds 
of similar programs on independent sta- 
tions also would be affected. 

The ABC network charged that the 
FCC was attempting to write a new defi- 
nition of a lottery and “extend existing 
aw, 

The two other networks, the National 
Broadcasting Company and the Mutual 
Broadcasting System, refused to com- 
ment before studying the FCC regula- 
tions in detail. 


» 


Commission Assumes Power 


HE District of Columbia Public 
4 Utilities Commission recently de- 
cided it has the power to say whether 
telephones allegedly used for gambling 
may be removed. It ruled that it can de- 
cide in individual cases whether the 
Chesapeake & Potomac Telephone Com- 
pany has the right to cut off service be- 
cause there is suspicion or evidence the 
phone is used for gambling. 
Disconnection of service is still al- 
lowed under the following conditions : 
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(1) The company must give notice to the 
subscriber that his telephone may be dis- 
connected—and why. (2) The company 
must also inform the subscriber that he 
has a right to appeal to the District of Co- 
lumbia Public tilities Commission. (3) 
Upon the filing of a petition for such an 
appeal by the aggrieved subscriber, the 
commission will grant an immediate 
hearing. (4) At such hearing, the tele- 
phone company must produce its evi- 
dence of illegal use (presumably fur- 
nished by the district attorney, police, or 
other authorities), upon which the tele- 
phone company purports to act. (5) The 
disconnection will be held up until the 
completion of the hearing, and final rul- 
ing of the commission as to the suffi- 
ciency of the company’s evidence. (6) 
While the commission may not compel 
public authorities to divulge evidence 
they have collected, it could prevent a 
disconnection of telephone service unless 
enough evidence of unlawful use has 
been developed before the commission. 


* 
May Hike Phone Company Tax 


Bee of Spokane, Washington, 
are reported to be showing little in- 
terest in the Pacific Telephone & Tele- 
graph Company’s recent request for rate 
increases. At a recent session, the city 
council considered increasing the city 
franchise tax on the company. Commis- 
sioners said they thought talk of the tax 
increase would jolt the public out of its 
apathy about the company’s move to 
raise telephone rates. 

Also adopted was a resolution which 
was sent to the state public service com- 
mission protesting any increase in rates 
and requesting the commission to con- 
duct a full investigation and hearing to 
determine if any increase would be 
justified. 

Commissioners said no complaints 
from local residents had been received 
regarding the increased rate schedule 
proposed by the company. They ex- 
plained that an increase in the franchise 
tax would be felt by the people because 
the company probably would pass the in- 
crease to consumers. 
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Court Denies Motion 


HE New Hampshire Supreme Court 

has denied the motion for tempo- 
rary relief filed by the New England Tel- 
ephone & Telegraph Company recently 
after the state public service commission 
had rejected its plea for higher tempo- 
rary rates. 

The company sought “interlocutory 
relief” and an injunction against the state 
commission to prohibit “interference 
with the promulgation by the company 
of certain temporary, monthly base rates, 
pending the establishment of permanent 
rates by the public service commission.” 

Renewal of the commission’s hearings 
on the permanent rate structure of the 
telephone company was scheduled for 
September 15th. 

In the recent court decision, it was 
ruled that “the motion is denied without 
prejudice to any right of renewal should 
the public service commission fail to re- 
vise its order after a seasonable time for 
reconsideration.” 

The court pointed out that all tempo- 
rary or permanent rates are fixed by the 
commission and that an appeal from the 
commission’s order is provided for. 
There having been no appeal in this case 
(the company filed a motion for relief) 
the evidence and findings of the commis- 
sion hearings were not before the court. 

In its July 18th order, denying tempo- 
rary increased rates, the commission in- 
cluded a provision for “recoupment” 
should subsequent hearings show that the 
company should have been entitled to in- 
creased rates during the period it sought 
the temporary rate boosts. 

In its motion to the court, the telephone 
company argued that this “recoupment” 
provision was “without force and effect” 
because the commission had not, in fact, 
established any temporary rates. 


* 


Seeks Rate Increase 


HE Peninsular Telephone Company 
last month asked for rate increases 
costing its 132,000 customers $1,500,000 
a year. Carl D. Brorein of Tampa, Flor- 
ida, Peninsular president, told the Flor- 
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ida Railroad and Public Utilities Com- 
mission the money is needed for im- 
provement of service. Actually, the com- 
pany will get only about $600,000 of the 
increase after taxes are deducted, he 
said. 

Exchange rates will be boosted about 
22 per cent if the full increase is granted, 
Brorein said. The increase on all revenue, 
including exchange rates, tolls, and mis- 
cellaneous revenue, would be 15.8 per 
cent, he stated. 

Brorein said the company has had no 
rate increase since 1926. Many exchanges 
have not had rates boosted since early in 
the twenties and many others had re- 
ductions in 1935. 

Meanwhile, all costs have been mount- 
ing, Brorein reported—from $1,650,000 
in 1938 to $6,245,000 for the year ending 
April 30, 1949. Wages rose from $77,429 
a month to $214,445 a month, and taxes 
from $326,000 to $1,255,400 a year. 

Revenue too increased from $2,373,000 
in 1938 to $7,790,000 for the twelve 
months ending last April 30th. However, 
the return on the investment for that 
twelve months was only 3.69 per cent, 
Brorein said, compared to 7 per cent 
which he said the state of Florida has 
fixed as “a fair and reasonable rate of 
return under comparable conditions.” 
Taking into consideration depreciation 
and other factors, the proposed rates 
would bring less than a 5 per cent return. 

Two Tampa bank officials testified at 
the hearing that utilities should make 
about 7 per cent to attract the capital 
needed for progress. Witnesses ex- 
plained that the proposed increase would 
bring in only a small part of the estimated 
cost of needed improvements, 

ed 
Senate Ups Wage Exemption 


A passed by the Senate, the bill to 


increase minimum wages from 40 


cents to 75 cents an hour, increases the 
exemption of small telephone exchange 
operators for exchanges having 500 to 
750 stations or less. Because the House 
version of the bill continued the present 
500-station limit, a conference will have 
to iron out the difference. 
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Financial News 
and Comment 


By OWEN ELY 


June Electric Net Up 
Twenty-one Per Cent 


HE electric utility companies (class 

A and B utilities as reported by the 
Federal Power Commission) made an 
excellent showing in the month of June. 
Net income gained 21.7 per cent over last 
year, although total kilowatt-hour sales 
of electricity were up only 1 per cent, and 
operating revenues less than 6 per cent. 
The utilities seemed to benefit from the 
decrease in industrial sales, which were 
down 6 per cent; residential sales con- 
tinued to gain at the rate of 13.5 per cent ; 
and commercial were up 10 per cent. 

The utilities were able to make a sub- 
stantial saving in fuel in the month— 
about $5,000,600. or more than enough 
to offset the increase in labor costs and 
miscellaneous expenses. Despite  in- 
creases of 15 per cent in taxes and 6 
per cent in depreciation accruals, there 
was only a 3 per cent over-all increase 
in operating deductions. Operating in- 
come from nonelectric operating income 
gained 74 per cent (in dollars about $1,- 
300,000) so that gross income increased 
I8 per cent. While interest charges were 
nearly 16 per cent over last year, this 
was partially offset by lower miscella- 
neous deductions, so that total charges 
increased only 9 per cent. The net result 
Was an increase in net income of 21.7 
per cent, and in the balance for common 
stock an estimated 26 per cent. 

The separate quarterly statement for 
laxes, dividends, salaries, and wages is- 


363 


sued by the FPC showed an increase in 
the June quarter in dividends on pre- 
ferred stock of only 2.6 per cent while 
common stock dividends were 22.4 per 
cent higher. Only a negligible amount of 
preferred stock has been issued this year, 
while a substantia] amount of common 
shares have been sold through subscrip- 
tion rights, etc. While there have been 
a few dividend increases, the major part 
of the gain in net income is required to 
support payments on the increased 
amount of common stock outstanding. 
Unfortunately up-to-date figures are not 
yet available on the capital structure of 
the electric utilities. However, for the 
month of June electric utility plant (less 
reserve) was about 12 per cent greater 
than last year, indicating that over-all 
capitalization must have increased cor- 
respondingly. 


| per the first half of 1949 net income 
of the electric power companies 
gained about 14 per cent over last year. 
The utilities during this period were es- 
pecially favored by sharply lower prices 
for coal and particularly fuel oil. Now 
with the apparent renewal of an inflation 
psychology fuel oil prices are again ris- 
ing. Also, renewed drought conditions 
may affect the third-quarter results. 
Hence figures for the month of June may 
prove somewhat exceptional. 

The showing made in natural gas com- 
pany reports to the FPC was somewhat 
off for June, a decrease of 10.2 per cent 
for net income despite a gain of 8.6 in 
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revenues. This result, which caused a 
little surprise, seemed due to the com- 
bination of a 14 per cent increase in cost 
of purchased gas, a 35 per cent gain in 
miscellaneous expenses, and a 44 per 
cent increase in interest in long-term 
debt. June is of course an abnormal 
month for the industry. Residential rev- 
enues gained only 1.6 per cent compared 
with 4.1 per cent for commercial and 5.9 
per cent for industrial—these trends be- 
ing just the reverse of those of the electric 
light industry. 

For the twelve months ended June 
30th, gas revenues were up nearly 17 per 
cent and net income 11 per cent. Net gas 
utility plant on June 30, 1949, was about 
$2.3 billion, a gain of 18 per cent over 
last year. 


* 


The 1948 “Statistics of Electric 
Utilities” 
oo Federal Power Commission has 


promptly issued its 1948 edition of 
“Statistics of Electric Utilities in the 
United States.” (Moody’s 1948 Utility 
Manual appeared on almost the same 
date.) This is unusually prompt work for 
a government publication—considerably 
better, for example, than the Interstate 
Commerce Commission usually does with 
its bound “Statistics of Railways.” 

Attached to the press release announc- 
ing the publication are selected sheets 
giving the composite balance sheet and 
income statements for all class A and B 
electric utilitres. Electric utility plant at 
the end of 1948 was $17,756,000,000, and 
after the reserves for depreciation and 
amortization net plant was $13,897,000,- 
000. The gain in electric plant was 12 
per cent, and in net plant 11 per cent. De- 
preciation reserve was 21.8 per cent of 
total plant compared with only 12.5 per 
cent a decade ago. 

Because of last year’s heavy debt fi- 
nancing, the ratio of debt to total capital 
was 49 per cent compared with 44 per 
cent in 1947. The preferred stock ratio 
dropped from 17 to 15 per cent and the 
common stock from 39 to 36 per cent. 
Notes and accounts payable (largely bank 
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loans) increased to $544,000,N00 agains; 
$393,000,000 in 1947 and an average of 
less than $200,000,000 during earlier 
years. There has been a great deal more 
common stock financing this year than in 
1948, so that the increase in the debt ratio 
has probably been checked. However, the 
continued unpopularity of preferred 
stocks and the resulting deficiency in pre- 
ferred stock financing make it necessary 
for common stock to shoulder the burden 
if the debt ratio is to be held down. In- 
cidentally, the much quoted SEC formula 
of 50-25-25 should be revised to 50-15-35 
to conform more closely to the national 
setup. 


iy is interesting to note that in 1948, 
despite the increase in funded debt 
of over a billion dollars, fixed charges 
were slightly lower, due to the decrease 
in amortization and miscellaneous items 
and the increase in the construction in- 
terest credit. In 1948 preferred stock 
dividends increased only slightly, remain- 
ing substantially below the levels of 
1938-45. Common dividends decreased 
slightly from 1947 but remained sub- 
stantially above the wartime levels, This 
increase reflected the postwar gain in net 
income, the rate of pay out remaining 
close to the 70 per cent level. 


ba 


Recent Utility Brochures and 
Analyses 


2 recent approval of several hold- 
ing company plans by the SEC or 
the Federal courts has again whetted the 
market appetite for holding company 
securities, and hag stimulated the output 
of brokers’ analyses of holding company 
securities. 

Goldman, Sachs & Co. recently issued 
a 30-page brochure on American Power 
& Light. The company’s plan, still before 
the SEC, provides for a distribution of 
assets between the preferred and common 
stocks on an 82-18 formula; the 82 per 
cent assigned to the preferred stock- 
holders would be divided in the ratios of 
6 to 5.05 for the $6 and $5 preferreds, 
respectively. Under the plan, American 
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Power & Light will be kept alive as a 
holding company for the three north- 
western subsidiaries, but if Pacific Power 
& Light common stock can eventually be 
transferred to Washington Water Power 
the latter stock will be distributed and 
\merican will be dissolved. 

Although the estimated value for the 
common stock of $14.08 is about 18 per 
cent above the recent price of 12, Gold- 
man, Sachs stated, “we are not recom- 
mending the purchase of the present 
American Power & Light common be- 
cause it seems to us probable that if any 
alteration is made by the Securities and 
Exchange Commission in the proportion 
of distribution between the preferred and 
common stocks, it would be in the direc- 
tion of increasing the proportion of 
assets to be given the preferred and, 
therefore, decreasing the proportion to 
be given to the present common.” It 
points out that a purchaser of the $6 pre- 
ferred stock who wished to retain Texas 
Utilities (selling all other stocks re- 
ceived) could in effect buy the Texas 
stock for about half of the estimated 
value ; on the other hand, should he wish 
to concentrate in Florida Power & Light 
he could buy the stock for about one- 
third the estimated value. 


a toe sheets” are given for eight 
subsidiaries, including the three 
operating companies in the Texas Utili- 
ties system, but excluding Portland Gas 
& Coke (the equity in which, after re- 
capitalization, will probably be small). 
These statistics include (1) capital struc- 
ture (per cent debt, preferred, and com- 
mon); property account (gross plant, 
percentage of depreciation reserve, net 
plant, plant acquisition adjustments, and 
working capital) ; (2) a record of growth 
since 1940 as to customers, kilowatt-hour 
sles and revenues, with U. S. figures 
alongside company figures; (3) per cent 
of gross carried to net, and the share 
aarnings for each year since 1940; (4) a 
breakdown of revenues, electric revenues, 
and power generated and purchased ; (5) 
average residential rate and usage. There 
is also a one-page analysis of business, 
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territory, and operations for each of the 
operating companies, with a longer de- 
scription of Texas Utilities Company. 
This method of analysis and presentation 
should prove popular. 

Argus Research Corporation (Law- 
rence Cooper) has issued a 2-page analy- 
sis on Ohio Edison, pointing out that the 
stock has been selling at about ten times 
the share earnings and that the yield is 
close to 7 per cent. “We consider this re- 
turn,” he states, “to be above average 
in view of the 32.8 per cent equity of 
the common stock in total capitalization, 
the stability of earnings in the last few 
years, and the fact that 14 per cent of 
revenues are carried through to the com- 
mon, even after substantial charges for 
amortization of plant acquisition ad- 
justments. . . . It is possible that some 
common shares may be sold in the next 
few years, but we believe that any such 
offering would be relatively small.” 

Dreyfus & Co. has issued a 5-page 
analysis of Central Public Utilities de- 
benture 54s 1952. It estimates the break- 
up value of the debentures (which have 
been selling recently around 21) at 35 
to 50. This holding company owns all 
the securities of Consolidated Electric & 
Gas, which in turn controls four domestic 
and five foreign subsidiaries. The do- 
mestic include Central Indiana Gas, 
Upper Peninsula Power (60 per cent 
owned), Carolina Coach, and Southern 
Cities Ice. Foreign interests include sub- 
sidiaries in Haiti, Santo Domingo, Porto 
Rico, Manila, and in the Canary and 
Balearic islands (Spanish territory). 


ISSOLUTION may be slow, because in- 

terest on the debenture 54s (not 
paid for many years) is allowed as a tax 
deduction in the consolidated tax return, 
and saves the system an estimated $700,- 
000 a year. In arriving at the estimates 
of break-up values of 35 and 50, Dreyfus 
& Co. capitalizes the value of tax savings 
resulting from the consolidated return 
and the interest deduction just men- 
tioned. As these savings will disappear 
with the breakup of the holding com- 
panies, this procedure does not seem 
warranted—in fact a deduction of such 
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savings would seem in order except for 
the savings effected during the interim 
period. Such an adjustment would of 
course reduce the estimated values rather 
sharply. Details of the Dreyfus estimates 
are shown in the accompanying table. 

Geyer & Co. recently issued a 4-page 
memo on Northern Indiana Public Serv- 
ice, which company issued rights (expir- 
ing August 29th) on a 1-for-7 basis. This 
utility, with revenues of $45,000,000, is 
located in the highly industrialized re- 
gion around Gary, Fort Wayne, South 
Bend, and Hammond, Giving effect to 
the current stock offering, capitalization 
would be about 54 per cent debt, 23 per 
cent preferred stock (including a small 
convertible issue), and 23 per cent com- 
mon equity. Earnings for the twelve 
months ended June 30th were $2.03 per 
share, and Geyer & Co. estimates that 
about 55 cents additional earnings on the 
increased amount of common stock may 
be obtainable when new plants are in full 
operation. Additional benefits should also 
be obtained from a larger supply of nat- 
ural gas to be available next year. Re- 
garding the big industrial load, it states 
that this is largely provided by purchased 
power and furthermore that if deliveries 
to the steel industry decline due to cut- 
backs in steel production, such power 
purchases may be reduced, thus helping 
to stabilize the earning power during re- 
cessions. 


pg Boston CorPORATION has issued 
a 6-page story on Kansas Power & 
Light, which company’s stock is being 
distributed to stockholders of North 
American Company on September Ist. 
The company recently has been selling 
“when distributed” on the New York 
Stock Exchange at 16. Capital structure 
after adjustment for the recent sale of 
$10,000,000 bonds is 51 per cent debt, 21 
per cent preferred stock, and 28 per cent 
common stock equity. Earnings for the 
twelve months ended June 30th, based on 
the new number of shares (2,143,158 of 
$8.75 par), were $1.52, and dividends 
paid were $1.11. The company will lose 
the benefit of consolidated tax returns 
(about 7 cents per share) but on the 


other hand will gain about an estimated 
28 cents a share from a recent temporary 
rate increase ; adjusted for these changes, 
share earnings would be about $1.73, 
Economies from new generating units 
may be offset in part by higher prices for 
natural gas, and interest on the new 
bonds. The study does not make clear 
whether dividends will continue at the 
$1.11 rate; the next dividend should be 
payable October Ist. 

Truslow Hyde of Josephthal & Co. 
adopted a cautious attitude toward utility 
stocks several months ago, but in a bulle- 
tin dated August 9th he named “twelve 
heterogeneous utility stocks which we 
feel are attractively priced for one reason 
or another.” The list included Consoli- 
dated Edison, El Paso Electric, Inter- 
state Power, Northern States Power, 
Ohio Edison, Philadelphia Electric, Port- 
land General Electric, Public Service of 
Colorado, Sioux City Gas & Electric, 
Southern California Edison, Southern 
Natural Gas, and Wisconsin Electric 
Power. 

H. Hentz & Co. has issued 2-page 
memos on North American Company, 
Central Illinois Light Company (now 
traded “WD” on the Stock Exchange 
around 33), and United Corporation. 
Hentz estimated pro forma income on 
United Corporation’s portfolio at 21 
cents, including the income from new 
Niagara shares (after allowance for the 
distribution of one-tenth share of old Ni- 
agara for one share of United). Future 
proceeds of sales of utility holdings are 
to be invested in “special situations.” 


OLDMAN, SACHs & Co. has issued a 
2-page memo on United Light & 
Railways. This and other studies have 
made good use of the projections of earn- 
ings and dividends for the operating 
companies in this system, contained in 
official exhibits filed with the SEC. They 
arrive at a break-up value of $35.65 a 
share for United Light & Railways based 
on the projected estimates of dividends 
for the subsidiaries as shown in the table 
on page 368. 
First Boston Corporation has issued 
the eighth edition of “A Tabulation of 
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FOR EACH SHARE OF $6 PREFERRED TO BE EXCHANGED 


No. of Est.Value Total Est. Est. Div. Total Est. 

Shares Per Share Value Per Share Income 
ee 1.242 $ 29.80 $1.40 $1.74 
Minnesota P. & L. .......... 0.304 . 2.20* 67 
ae" ee ee 1.255 ‘ 40 1.75 
OS See ee ee 2.231 ; .20 2.67 
Amer. P. & L. (new) 1.188 .00 1.19 


Estimated total per share .. $119.25 $8.02 


FOR EACH SHARE OF $5 PREFERRED TO BE EXCHANGED 


No. of Est.Value Total Est. Est. Div. Total Est. 
Shares Per Share Value Per Share Income 
SL ee 1.045 24 $ 25.08 $1.40 $1.46 
a | ae 0.256 27* 6.91 2.20* 56 
1.057 20 21.14 1.40 1.48 
WG MEE cicaeddtececdas 1.878 18? 34.27 1.20 2.25 
Amer, P. & L. (new) 1.000 13 13.00 1.00 1.00 


Estimated total per share .. $100.40 $6.75 


FOR EACH SHARE OF COMMON TO BE EXCHANGED 
No. of Est.Value Total Est. Est. Div. Total Est. 
Shares Per Share Value Per Share Income 
Florida P, & I 0.147 ; $1.40 $0.21 
Minnesota P. & Le. ....0cse0 . } 2.20* .08 
eee 21 


1 : 1. 
NE REE oa ncndnsodeenas . t 1, 32 
p iF 


Amer. P, & L. (new) 14 


Estimated total per share .. ‘ $0.96 


*Based on actual market and dividend rate. 


CENTRAL PUBLIC UTILITIES DEBENTURE 5s 
EVENTUAL VALUE BASED ON 1949 ESTIMATED EARNINGS 


Times Est. Est. 
Estimated Earnings Minimum Maximum 
Earnings Ratios Value 
Central Indiana Gas , 10-13 $10,720,000 
Upper Peninsula Power 140, 9-11 
Carolina Coach 350,000 
OUI BOE GAN, nseccesciccccceces 25,000 
Cie d’Eolairage (Haiti) 100,000 
Cia Elec. Santo Domingo 700,000 
Porto Rico Gas 140,000 
Philippine & Spanish Subs. ......... 





$20,850,000 
Add 1949 earnings retained: $2,295,000 
Less paid on debt in 1949 500,000 1,795,000 


Add estimated value of tax savings .. ' 2,800,000 


$25,445,000 
Less bank loan outstanding .... 3,650,000 3,650,000 


Value for debenture 54/52 ........ $14,665,000 $21,795,000 
Equal per debenture bond $348 $513 
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Electric Utility Operating Company 
Common Stocks.” The number of elec- 
tric utility companies included in the list 
has been increased to 81 as a result of 
holding company breakups. By the end 
of 1950, when holding company distribu- 
tions will virtually be completed, it is es- 
timated that another 10 or 15 companies 
may be added. 

Among the companies increasing their 
dividend rates this year, it is pointed out, 
have been Boston Edison Company, Cen- 
tral Ohio Light & Power Company, Del- 
aware Power & Light Company, El Paso 
Electric Company, Empire District Elec- 
tric Company, Florida Power Corpora- 
tion, Indianapolis Power & Light Com- 
pany, Kansas Gas & Electric Company, 
Lake Superior District Power Company, 
Louisville Gas & Electric Company, 
Oklahoma Gas & Electric Company, 
Public Service Company of Indiana, 
South Carolina Electric & Gas Company, 
Southern California Edison Company, 
and Wisconsin Electric Power Company. 


* 


Amortization of Plant 
Acquisition Adjustments 


an aftermath of the campaign of 
the FPC to reduce plant account 
values to original cost, most plant 
adjustments (write-ups) have been 
charged off to surplus. It is almost uni- 
formly the rule, however, to amortize 
over a 15-year period plant acquisition 
adjustments (Account 100.5, represent- 
ing the amounts paid for properties in 
excess of the original construction cost). 
Most companies are anxious to keep this 
charge “above the line” to secure its 


A 


Est. 
Div. 
$1.50 


St. Joseph L.& P..... 
1.60 


Kansas City P.& L. .. 
Iowa P. & L. 
Iowa-Ill. G. E. 


recognition as a legitimate expense for 
rate-making purposes and in this they 
—— seem to have been successful. 

hey have been less successful however, 
in having the item recognized as a 
deduction for tax purposes. 

Wall Street analysts are interested in 
these charges because they represent a 
bookkeeping charge and not a cash drain 
on earnings. They may be considered in 
the nature of an extra depreciation 
charge. At any rate the amounts per 
share of common stock are an important 
factor in relation to share earnings and 
dividends. For example the fact that 
Southern Company, the new holding 
company which has taken over the 
southern properties of Commonwealth 
& Southern, has a charge of 20 cents 
in addition to the share earnings of $1.13 
has a direct bearing on the important 
question of what increased dividend rate 
may be initiated by directors at their 
September meeting. 


AY SAMUEL Hartt, in his annual 
publication “Market Analysis of 
Common Stocks of Public Utility Com- 
panies,” has listed these amounts per 
share. The accompanying table shows 
amounts in excess of 10 cents a share, 
with Mr. Hartt’s explanatory footnotes: 


Amounts Per Share Charged for Amortization 
Of Plant Acquisition Adjustments 

Ck, TN Oe. TE, dnc viecnccewtows —_ 

Ee ehcecivenseceesetad 0.17 

eS BA eee 0.13 

Consol. Gas of Balt. 

Delaware P. & L. 

Duke Power 

Idaho Power 

Illinois Power 

Indianapolis P. & L 


e 


Per Oper. Co. Share 


Per Share of ULR 
Distrib. Est. 
Ratio Value 
10 $ 2.10 
0 7.80* 
50 10.75 
60 15.00 


$35.65 


Est. Est. 
Yield Value 
7.10% $21.00 
6.40% 25.00 
6.50% 21.50 
7.20% 25.00 


*After deducting estimated subscription price of $12 a share. 
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we . ft Meee Te TTiT re 
Kenens G. & B. 2... cc ccccccccccceee 
ME Kc dsceccteedousccuesae 
tae Superior DD. P.. ......ccscccesess 


eee | Seer eer 
Missouri Edison 

Mountain States Power 

I Ge ocd wines ccibee x: ei orenk ool 
Ohio Edison 

ME MUS vctcdeckdvccteenen 
Ee tes cicedanpecdnkeaveee 
eS 8 See oe 
Ee eS eer 
ow Ye Seer 
Goteorm Bed, Ge. Ge By. coc cccccecsces 
Southwestern Pub. Ser. 

| 8 SES reer imran 0.23 
. 8 2 Saree 
DE EO cc ndeadovsuseceecus 


a—Per share common outstanding 12/31/48. 
bh—Shown as charge to earned surplus in an- 
nual report. c—Shown in earnings statement 
in combination with depreciation. d—Includes 
$10,350 shown as operating expenses, $603,376 
shown in income statement under “other de- 
ductions,” and $70,000 included as a deduction 
of earned surplus. e—Beginning in 1950, 
charge will be 15 cents. f—Including $59,554 
amortization of excess investment cost over 
book value of subsidiary which was shown as 
an income tax deduction in company’s earning 
statement. In addition $500,000 was charged 
to surplus as an appropriation which if added 
to operating expense would reduce earnings 
per share of common stock by 41 cents. g—Per 
share stock outstanding 8/31/48. h—Includes 
$664,559 which was charged to surplus based 
on company’s 1948 net income and is equivalent 
to 414 cents per share of common stock out- 
standing. In addition earned surplus was 
charged with $526,185 based on adjustments of 
prior years’ income which is equivalent to 33 
cents per share of common stock outstanding. 


= 


This latter amount is not included in operating 
expense in this report. 


5 
Capital Formation and Sources 


Of Funds 


HE National Industrial Conference 

Board recently completed an investi- 
gation of private capital formation and 
sources of funds in the years 1929, 1937, 
and 1948. Following are the figures: 


Billions 


1948 1929 

Use of Capital 
Capital Expenditures . $25.5 $6.3 
Inventory Costs 6.5 1.6 
Net Foreign Investment 1.9 8 
Discrepancy 3 


$8.7 
$3.7 


Sources of Funds 
Personal Saving 
Undistributed Corpora- 

Om FVOMES .occccces 11. 3.1 
Charges to Current Ex- 

pense ‘ é 9 
Government Surplus . : 1.0 


$87 


The figures were obtained from the 
Department of Commerce reports. Per- 
sonal savings are taken as the excess of 
personal income over personal consump- 
tion expenditures, taxes, and related pay- 
ments to government. Thus, these sav- 
ings would include life insurance pre- 
miums which are now far larger than 


in 1929, 


DIVIDEND-PAYING ELECTRIC UTILITY STOCKS 


8/23/49 Indicated 
Price Dividend Approx. Cur. 


About Rate 


Revenues $50,000,000 or over 
Boston Edison 

Cincinnati G, & E. ....... 
Cleveland Elec, Illum. .... 
Commonwealth Edison ... 
Consol. Edison of N, Y. ... 
Consol. Gas of Balt. ...... 
Consumers Power 

Detroit Edison 

Duke Power 

Northern States Power ... 
s Se) aaa 
Penn Power & Light 
Philadelphia Elec. ........ 
Pum, Sere, ©, HG... 66555. 
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S888 


$ 


Share Earnings Price- Avail. 
Prev. %In- Earn. For Com. 
crease Ratio Stock 


Yield Period Period 


R 


$2.90d 
3.14je 
2.59je 
1.91je 
2.37je 
4.44je* 
2.56ju* 
1.83ju 
7.31je 
1.02je 
2.13je 
2.02ju 
1.78)e 
2.13m 


5% 148 % 
15 96 
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8/23/49 Indicated 
Dividend Approx. 


“ inue Price 
(Continued ) = 


So. Calif. Edison 33 
Virginia Elec, Power 18 
Wisconsin Elec. Power .... 18 


Averages 


Revenues $25-$50,000,000 
Ee | eer ee 
° "| * 4 ae 
Connecticut L. & P. ...... 
Dayton P, & L. 

OS SF eee 
Illinois Power 

Louisville G, & E. ....... 
New Orleans Pub, Ser. ... 
N. Y. State E.& G........ 
Northern Ind. P. S, ...... 
Ohio Edison 

Ohio Public Ser. .......... 
Potomac Elec. Power .... 
Pub. Ser. of Colo, ........ 
Pub. Serv. of Ind, ........ 
Puget Sound P.& L...... 


COMNONOQNHNONNNHNODON 


Averages 


Revenues $10-$25,000,000 
Atlantic City Elec. ........ 
Birmingham Elec. ........ 
Central Ariz. L, & P. 
Central Hudson G. & E, .. 
Central Ill. E.& G. ....... 
Central Illinois Lt. ....... 
Central Maine Power 
Columbus & S, Ohio E. .. 
Connecticut Power 
| ee 9 ere 
Florida Power Corp. ...... 
SB OSS | ee 
Hartford Elec. Light ..... 
Idaho Power 

Indianapolis P. & L. ...... 
Interstate Power 

SS |} Serre 
Kansas Gas & Elec, ...... 
Kansas Power & Light .... 
Kentucky Utilities 
Minnesota P. & L. ........ 
Mountain States Power ... 
Oklahoma G. & E. ........ 
Portland Gen. Elec. ...... 
Public Ser, of N. H. ..... 
San Diego G. & E. ........ 
ae 
So. Carolina E. & G, ..... 
Southwestern Pub, Ser, ... 
Tampa Electric 

United Illum. ............ 
Utah Power & Light 
Western Mass. Cos, ...... 
Wisconsin P, & L. ....... 


CONOSNOBMNOGOSCONGONQSCOMNOHMNNNOND 


Averages 
SEPT. 15, 1949 
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21 
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27 
16WD 


Share Earnings. 
Cur. Prev. 
teld Period 
6.1 2.39je 
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6.1 1.88je 


1.79 34 
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*% ' 
o/33/09 indicated Fy a Y Frice- Pry ve 
” in? ’ ¢ ivi Ox. ‘ur. rev. wm Earn. For Com. 
(Continued ) About Rate eld Period Period crease Ratio Stock 
Revenues $5-$10,000,000 


C California Elec. Pr, ...... $ .60 86% $ 76je $. 7% 92 10% 

0 Calif. Oregon Power z 1.60 7.0 3.10ju 2.66 4 W7 

0 Central Vermont P. S. .... 68 9.7 59ju ; 6 

> Community Pub. Ser. .... 2.00 6.5 4.08je 12 
El Paso Electric 2 2.00 6.9 3.21je 20 
Empire Dist. Elec, ....... 7 1.24 11 
Gulf Public Service 13 
Iowa Southern Util. ...... 8 
Lawrence G, & E. ....... 9 
8 eee 16 
Madison Gas & Elec. ...... 12 
Michigan Gas & Elec, ..... 9 
Missouri Utilities 
Northwestern P. S. ....... 
Otter Tail Power 

C Penn Water & Power .... 
Public Ser. of N. Mexico .. 

) Rockland L. & P 
Sioux City G. & E, ...... 
Southern Ind. G. & E, .... 
Tide Water Power 

} Western Lt. & Tel. ....... 
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Averages 


Revenues under $5,000,000 
Arizona Edison 
Arkansas Missouri P. 
Bangor Hydro Elec, ...... 
Beverley G. & E, ......... 
Black Hills P,. & L. ...... 
Calif. Pacific Util. ........ 
Central Louisana EI. 
Central Ohio L, & P. .... 
Citizens Utilities ......... 
Colorado Central P. ...... 
Concord Electric ......... 
Ok) ae 
East Coast Electric 
Fall River Elec. Lt. ...... 
Fitchburg G. & E, ........ 
Frontier Power 
Haverhill Elec, ........... 
Lake Superior Dist. P. .... 
Lowell Elec. Lt. .......... 
Maine Public Service .... 
Michigan Public Ser. ..... 
Missouri Edison 
Missouri Public Ser. ...... 
Newport Elec. .........:. 
Sierra Pac. Power 
Southern Colo, Pr. ........ 
Southwestern El. Ser. .... 
Tucson Gas, E.L.& P..... 
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Averages 7.2% 
Averages, five groups .. 6.8% 


_B—Boston Exchange. C—Curb Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. E—Estimated. WD—When delivered. *Based on average number 
of shares outstanding. a—April. ag—August. d—December. f{—February. j—January. m—March. 
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What the State Commissioners 
Are Thinking About 


Excerpts and digests from the opinions expressed 
in reports and addresses at the annual convention 
of the National Association of Railroad and Utili- 


ties Commissioners in 


Cleveland, Ohio, 


from 


August 8th to 11th, 1949. 


On Corporate Finance 


a HE truth may be that utilities in gen- 
eral have been reluctant to increase the 
amounts of their outstanding common stocks, 
for well-known reasons, and therefore have 
made no real effort to market more than token 
amounts of additional common stock. It is be- 
lieved by your committee that if a basically 
sound utility with good prospects made the 
proper effort, it could sell substantial amounts 
of its common stock to its existing stockhold- 
ers, to its customers and employees, and to 
the smaller investors in its service area. Since 
those classes of investors need more time than 
the larger investors in which to make a decision 
on what is to them an important financial 
matter, the stock-subscription period should be 
longer than in the case of the usual under- 
written stock distribution. .. . 

“The committee desires to point out, how- 
ever, that the success of equity financing by 
public utilities will depend in no small part 
upon adequate and reasonable net earnings 


available for common stock dividends. This in- 
terest must be considered together with the 
interest of the consumer. Therefore, it is in- 
cumbent upon regulatory authorities to permit 
rate increases by public utilities where war- 
ranted, and without unreasonable delay, to 
meet rising costs of plant construction and op- 
eration, to the end that the financial condition 
of the utility industry may not be impaired. 
For it is only by a financially sound enterprise 
that the interests of its customers, wage earn- 
ers, and stockholders may be adequately 
served. ... 

“Public utility financing in the first five 
months of 1949, translated to annual bases, 
compared as follows to that of 1948: total fi- 
nancing, 71.8 per cent; for refunding, 125 per 
cent; and for new capital, 69.4 per cent.” 


—Report of the Committee on Corporate 
Finance, Harold A. Scragg of Pennsyl- 
vainia, chairman. 


On Federal Aid to Small Telephone Companies 


at meet this [small telephone company 
financing] situation, it seemed to our 
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commission there were but two choices: first, 
the obtaining of credit by the small telephone 
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WHAT THE STATE COMMISSIONERS ARE THINKING ABOUT 


company from some private source when such 
credit was justified, or, second, Federal legis- 
lation which would permit the Federal govern- 
ment to do the same thing in the telephone 
industry that it has done for the users of elec- 
tricity under the rural electrification plan. I 
might say in passing that in New York we 
have only six rural electrification projects, all 
in the territory of one company, and all created 
sometime ago. Having seen what one Federal 
agency—one not connected with the telephone 
industry—has attempted to do in its effort to 
destroy state regulation, we have a justified 
fear of intrusion by any new Federal regula- 
tory agent within our state. We fear the Greeks 
even when they bear gifts.” 
—SpeENCER B. Eppy, 
Member, New York Public Service 
Commission. 


wt HIS new Poage Bill . . . as reported [by 
House Rules Committee] not only con- 
tains the NARUC amendment but also includes 
another provision, not suggested by the asso- 
ciation, which is also designed to preserve state 
jurisdiction. This additional provision, which 
was added to ‘§ 201’ of the amended REA Acct, 


. nor shall such loan be made in any 
state which now has or may hereafter have a 
state regulatory body having authority to reg- 
ulate telephone service and to require certifi- 
cates of convenience and necessity to the ap- 
plicant unless such certificate from such agency 
Is first obtained.’ 

“Commenting on this additional amendment 
in Bulletin 45-1949, issued by our Washington 
office, General Solicitor Hamley said, in part: 

‘According to the House committee re- 
port (Report No. 246, 81st Congress, Ist Ses- 
sion), 31 state commissions exercise certificate 
authority with respect to telephone service, but 
in only 15 of these states is such authority ap- 
plicable to mutual or codperative companies. 
This means that, with respect to 33 states 
which do now confer certificate authority over 
mutuals and codperatives in their respective 
regulatory commissions (including Delaware, 
Iowa, and Texas, which have no state tele- 
phone regulation), the REA would, under 
present state laws, be at liberty to make loans 
to mutuals and codperatives for the purpose 
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On Federal Intervention 


ai HE first of these [salient facts and con- 
siderations in Indiana Gas Case] . 

is that Indiana Gas [& Water Co., Inc.] is now 
subject to complete and effective regulation 
by the Indiana commission, including the regu- 
lation of rates. service, accounts, security is- 
sues, and pipe-line extensions and connections. 
The Indiana commission approved the con- 
struction of the very stub lines which the Fed- 
eral Power Commission now looks to in its 
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of duplicating, or competing with, the services 
offered by existing private companies. Never- 
theless, the amendatory language places it 
within the power of each state, by enacting ap- 
propriate legislation, to prevent such duplica- 
tion or competition. In effect, then, Congress 
has left this question of duplication and compe- 
tition as a matter of local policy to be decided 
by each state, rather than to lay down a na- 
tional policy either for or against duplication 
and competition.’ ” 
—Report of the Commitiee on Legis- 
lation. H. Lester Hooker of Vir- 
ginia, chairman. 


— HE association has never taken a posi- 
tion respecting the merits of legisla- 
tion which would authorize the Rural Electri- 
fication Administration, or any other Federal 
agency, to make loans to telephone companies 
and cooperatives. However, the association has 
favored amendments to the several bills on the 
subject which have been introduced in Con- 
gress, for the purpose of safeguarding state 
regulatory jurisdiction.” 
—Report of the Committee on Le 
lation. H. Lester Hooker of Pir. 
ginia, chairman. 


66 Recutation and management policies 
should always give first consideration 
to the consumer or telephone subscriber. The 
interest of the subscriber demands that the 
plant be properly maintained, the financial sta- 
bility of the companies preserved, and that 
regulation be consistent with the ever- -changing 
economic conditions, Government ownership of 
telephones could well be an opening wedge 
leading to Socialism or a more dictatorial form 
of government. If we in the field of regulation 
do our jobs well we will contribute to the pres- 
ervation of our system of private enterprise, 
and our existing form of government. If we 
fail to provide adequate telephone service at 
reasonable rates, we will encourage govern- 
ment ownership and the ultimate destruction of 
our system of private ownership under regula- 
tion.” 
—WaALTER F. RoBerts, 
Chairman, Nebraska State Railway 
Commission. 


effort to establish Federal jurisdiction, The 
Indiana commission approved the security is- 
sues which financed the construction of these 
same lines. The cost of constructing these lines 
is now a part of the rate base of Indiana Gas, 
upon the basis of which the Indiana commis- 
sion regulates all of that compan ’s rates. 
There is no regulatory void or gap of any kind 
or character requiring Federal intervention in 
the affairs of the company. 
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“The second fact to be noted is that, even 
if the Federal commission can establish juris- 
diction over Indiana Gas [& Water Company], 
it will serve no useful purpose. This is true 
since that company sells no gas at wholesale 
for resale, and its retail sales to ultimate con- 
sumers are specifically exempt from Federal 
regulation under the Natural Gas Act. 

“The third consideration to be noted is that 
classification of Indiana Gas as a ‘natural gas 
company’ under the Natural Gas Act would 
result in duplicate and overlapping state and 
Federal regulation. Such duplication and over- 
lapping would be burdensome upon ratepayers 
who must pay the cost of public utility opera- 
tions ; ma | be wasteful of public funds; 
would confuse and impede the efficient and ef- 
fective administration of state regulatory laws ; 
and would be wholly unnecessary. 

“The fourth, and perhaps paramount, con- 
sideration is that the Indiana Gas Case is not 
to be regarded as an isolated instance of Fed- 
eral Power Commission encroachment. There 
are said to be 14 other local distributing com- 
panies in the state of Indiana which operate 
stub lines under the same circumstances. The 
number of local distributing companies 
throughout the nation which would become 
subject to duplicate Federal regulation, if this 
precedent is established, would undoubtedly 
run into the hundreds, One important example 
of how this principle would be used to extend 
Federal commission jurisdiction is to be found 
in the presently pending Consolidated Edison 
Case, FPC Docket Nos. G-1167 et al 

“This is a case which will probably go to the 
United States Supreme Court unless the juris- 
dictional issues are fully disposed of in the 
East Ohio Case already pending before that 
court. 

“In the event that the state commissions lose 
this fight before the commission and in the 
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courts, the only recourse, and perhaps the one 
which ought to be pursued in any event, is the 
enactment of an amendment to the Natural 
Gas Act which will spell out, in still more pre- 
cise terms, the intention of ‘Congr ess that the 
Federal Power Commission is to lon its hands 
off of local distributing companies. Three bills, 
HR 4001, HR 4028, and S 1831, already pend- 
ing in Congress, would accomplish this result.” 
—Freperick G, HAMLEy, 
General solicitor, National Associa- 
tion of Railroad and Utilities Com- 
missioners. 


6¢ At the committee meeting on April 14th, 
there was adopted a proposal to amend 
§ 1342 of the Judicial Code of the United States 
(28 USC 1342) to read: 

“The district courts shall not have juris- 
diction to enjoin, suspend, or restrain the op- 
eration of, or compliance with, or affect in any 
way by judicial declaration or determination, 
any order, decision, or action made, rendered 
or taken by a state administrative agency, reg- 
ulatory or rate-making body, er any such 
agency or body of a political subdivision of a 
state, affecting a public utility, where: 

“‘(1) The order, decision, or action does 
not interfere with interstate commerce; and, 

“*(2) Such order, decision, or action has 
been made, rendered, or taken after reasonable 
notice and hearing ; and, 

“*(3) A plain, speedy, and efficient remedy 
may be had in the courts of such state. 

“*The expression “interfere with interstate 
commerce,” as used in this section, means the 
casting of an intolerable burden upon such 
commerce.’ ” 

—Report of the Committee on Reg- 
ulatory Procedure, Everett C. Mc- 
Keage of California, chairman. 


On Federal-State Codperation 


CONV 7 18 respect to the inadequacy of 
present procedures in conveying in- 
formation to the state commissions regarding 
the views of panel members, a brief descrip- 
tion of the present practice is also in order. 
“The [Interstate Commerce] Commission, in 
its reports in these cases, customarily lists the 
names of the cooperating panel; sometimes in- 
dicates that it has had ‘the benefit of their 
counsel’; and usually indicates whether or not 
the members of the panel concur in the report 
of the [Interstate Commerce] Commission. 
“In three cases . the commission report 
gives no indication of the views of the panel 
members. In one case the dissenting view of 
one pone! member is summarized (270 ICC 
93, 1 2) and in another case a brief paragraph 
prepared by the panel, setting forth its views, 
is peor rated in the report (266 ICC 537, 
613). (In the Class Rate Case, ICC No. 28300, 
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the commission’s report contains a full-page 
footnote setting forth the dissenting views of 
Commissioner Meins of Massachusetts, a mem- 
ns) the codperating panel (262 ICC 447, 
—Report ofthe Committee on Codp- 

eration between State and Federal 
Commissions, Nat B. Knight, Jr 

of Loutsiana, chairman. 


66°" HE prime objective of codperative pro- 
Ts is, therefore, to provide methods 
whereby both Federal and state commission rate 
reports and orders will reflect full considera- 
tion of both national and local problems an 


conditions, to the end that there will be main- 
tained ‘a transportation system which will in 
all respects best meet the public needs.’ 

“If that objective is not attained, these Fed- 
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WHAT THE STATE COMMISSIONERS ARE THINKING ABOUT 


eral and state rate reports are likely to be 
ill-balanced with respect to either the national 
or local needs; an opportunity to minimize 
numerous unnecessary disparities and conflicts 
between Federal and state rate authorizations 
is lost; expensive and time-consuming §13 
cases, which could be avoided, are permitted 
to develop; and the Federal rate report and 
order, which customarily goes to the state 
commissions for consideration in connection 
with paralleling intrastate cases, carries with 
it wholly unjustified indicia of agreement and 
support by the codoperating panel. 

“It is obvious that these undesirable results 
cannot be avoided and the real objective of 
cooperative procedure cannot be attained unless 
there has been a real effort to correlate Fed- 
eral and state commission thinking prior to 
issuance of the Federal report, and unless, at 
the time such report is issued, or subsequent 
thereto, the individual state commissions are 
fully advised of the views of the codperating 
panel. 

“The cooperative practices actually followed, 
in our opinion, fail in both of these respects. 
The effort to correlate Federal and state com- 
mission thinking prior to issuance of the Inter- 
state Commerce Commission report has not 


been effective; and the means now employed 
to advise the state commissions of the views 
of the cooperative el are inadequate.” 
_ RT Of the Committee on Codp- 
eration between State and Federal 
Commissions, Nat B. Knight, Jr., 
of Louisiana, chairman. 


ccy X 7 do not feel that the mere statement, 

in the [Interstate Commerce] Commis- 
sion report, that the panel members ‘concur in’ 
or ‘differ with’ the views stated in the report, 
adequately advises the individual state com- 
missions of the views of the panel, Neverthe- 
less, this is all that is required of the commis- 
sion by the codperative agreement, which pro- 
vides as follows: 

“Tf a report of the Federal commission 
will accompany any order to be made in said 
proceeding, the Federal commission shall state 
therein the concurrence or nonconcurrence of 
said cooperating committee in the decision or 
order of said Federal commission.’ (1937 
NARUC Proceedings, page 66.)” 

—Report of the Commitice on Codp- 
eration between State and Federal 
Commissions, Nat B. Knight, Jr., 

of Louisiana, chairman. 


e 


On Financing Small Telephone Companies 


CX X7e determined to see to it that the 

money necessary to provide adequate 
[telephone] service was obtained from private 
sources, 

“It would be too lengthy and serve no 
useful purpose to describe the negotiations 
which led up to the final result. We enlisted 
the governor’s aid and we frankly presented 
the problem to the various people interest- 
ed. 

“The result is that a commitment has been 
made by a group of upstate banks to loan for 
construction purposes to any telephone com- 
pany in the state, unable to obtain funds from 
other sources, sufficient moneys for their need 
provided the loan is approved by the public 
service commission.” 

—Spencer B, Eppy, 
Member, New York Public Service 
Commission. 


el Ba two most important problems that 
confront this [the electric power] 
industry today are those of new capital financ- 
ing and the acquisition of material and equip- 
ment. The latter has eased in recent months. 
Financing costs in the postwar period have 
remained relatively firm. 

“The industry has been comparatively free 
from the demand for higher rates which has 
been generally prevalent among most utilities. 
This is true principally because its per cent 
of dollar revenue vom Te by labor costs has 
remained low. The increased cost, however, of 
new installations is beginning to reflect itself 
in the ability of electric utilities to sustain 
their earning position.” 

—Justus F, CraEMER, 
Retiring president, National Associa- 
tion of Railroad and Utilities Com- 

missioners. 


e 


On Interim Rate Regulation 


€CDerereNnce might first be made to those 
decisions which have discussed 
question whether they possess adequate author- 
ity to grant rate increases on an interim basis 
pending further hearings in the same proceed- 
ing. In states where special statutory provi- 
sions permit such action, questions arising as 
to the proper interpretation of those statutory 
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requirements have occupied the attention of the 
commissions to a degree which might lead to 
the inquiry whether procedural controls of 
such a nature serve a useful purpose. Even 
when the statute provides that an emergency 
must be found to exist before an interim rate 
increase may be authorized, it appears in almost 
all decisions analyzed to have been held by the 
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commission that the terms of the statute are 
satisfied when the evidence indicates the utility 
has and will continue to receive an inadequate 
return, and final judgment with respect to 
reasonable definitive rates must be delayed 
until further evidence is received.” 
—Report of the Committee on 
Progress in the Regulation of Pub- 
lic Utilities, Ira H. Rowell of Cali- 


fornia, chairman, 


€6Coumissions in states that do not have 
such specific statutory requirements 
upon the subject do not appear to have found 
their authority inadequate to afford a utility 
interim relief. The Florida Railroad and 
Utilities Commission, Re Southern Bell Teleph. 
& Teleg. Co., November 12, 1948, first denied 
the company’s motion for immediate rate in- 
creases, under bond, it stating that the statutes 
of that state contemplate a full and complete 
hearing. But in a decision rendered in the 
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following month, after further hearings, it 
authorized increased rates on a_ temporary 
basis, although it noted that many issues were 
presented which demanded further considera- 
tion. 

“The Michigan Public Service Commis- 
sion, Re Michigan Bell Teleph. Co., June 30, 
1949, and also the California Public Utilities 
Commission, Re Pacific Teleph. & Teleg. Co, 
February 23, 1949, although no special statu- 
tory provision so authorized, both declared 
they had the power to do so when emergency 
conditions justified. In the California case the 
commission said that ‘we find from the evi- 
dence in the proceeding that the earnings of 
applicant are such that it finds itself in a 
serious financial position, which constitutes an 
emergency that must be relieved.’” 

—Report of the Committee on 
Progress in the Regulation of 
Public Utilities, Ira H. Rowell of 

California, chairman. 


On Interstate-Intrastate Jurisdiction 


66]x view of these facts [in pending gas case], 
the jurisdictional question involved in the 
Indiana Gas Case may be stated as follows: 


“Is a company, which owns and op- 
erates facilities located only in a single 
state for the sole purpose of serving its own 
ultimate consumer customers, nevertheless 
a ‘natural gas company’ under the Natural 
Gas Act where, for the purpose of said 
business, such company carries through 
its facilities, between a point of connection 
with an interstate pipe-line company and the 
cities and towns in which local distribution 
is completed, natural gas which has been im- 
ported into the state by such pipe-line 
company ? 


“Tt will be observed that this is the identical 
question which is involved in East Ohio Gas 
Co. v. Federal Power Commission, now on 
appeal before the United States Supreme 
Court. The only substantial difference in facts 
between the two cases is that, in the East Ohio 
Case, the company received the out-of-state 
gas at high pressure and continued to transport 
it at high pressure, to or near the various city 
gates. In the Indiana Gas Case, however, the 
interstate pipe-line companies stepped down the 
— before delivering the gas to Indiana 

as. 


—FrepericK G. HAMLEy, 
General solicitor, National Associa- 
tion of Railroad and Utilities Com- 

mussioners. 


e 


On Electric Rates 


ad be the Bad 1948 there was a reversal of 
the 25-year downward trend in typical 
electric bills in large cities as reported by the 
Federal Power Commission. This report, cov- 
ering 206 cities, showed 


“Reductions, some considerable, for 12 


cities. 


“No changes for 141 cities. ; 
“Decreases in some bills, increases in 
others, in 12 cities. 
“Increases only for 41 cities.” 
—Report of the Committee on Rates 
of Public Utilities, Paul E, Weiland 
of Ohio, chairman. 


e 


On Gas Rates 


el Be substance of the court’s decision [in 
the Interstate Natural Gas Case] is that 
in making distribution of impounded funds 
in natural gas pipe-line rate cases, the circuit 
court of appeals should go back and recon- 
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struct the rate picture as it would have been 
had there been no stay of the rate reduction 
ordered by the Federal Power Commission. 
The Douglas opinion [Interstate Case] says 
that the court below should call upon the 
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Federal Power Commission and the state com- 
missions involved for advice in this respect, 
and the court can, by this means, determine 
wherein the equities lie. I take this to mean 
that if the utilities purchasing natural gas 
from a pipeline were making a fair return 
during the impoundment period, then in equity 
the utilities have no claim to the impounded 
moneys and the distribution should be to the 
ultimate consumers who would have gotten 
a rate reduction at the time the impoundment 
commenced had there been no stay.” 
—Joun P. RANDOLPH, 
Member, Missouri Public Service 
Commission. 


— N some areas consideration is being given 
to the use of selective pricing as a method 
of restraining the use of gas for space heat- 
ing. It has been proposed that gas for space- 
heating use be priced in such a way as to 
curtail the demand by customers for such serv- 
ice. Because of the competition in fuel prices 
which normally prevails, it is quite probable 


that the demand for gas space heating can 
be controlled by selective pricing. However, the 
effect of such a policy upon the rate of return 
earned by the utility cannot be ignored. Under 
regulation, it souteuas be sound public policy 
to permit the utility to earn an excessive rate 
of return on space-heating business, even 
though the avowed purpose of the pricing 
policy was to restrain the demand for space- 
heating service. Because of its low annual load 
factor, the utility’s rate of return may 
higher with a low volume of space-heating 
business than it would be with a greater volume. 
In such cases a low rate has an effect opposite 
from that usually obtained. It may produce 
a greater volume of business, but at the same 
time decrease the rate of return as such added 
volume is acquired. It appears that considerable 
rate experimentation will be required in order 
to obtain a satisfactory solution to this very 
difficult problem.” 
—H. J. O'Leary, 
Chief, rates and research department, 
Wisconsin Public Service 
Commission. 


7 


On Gas Service 


ll Bie gas industry in the United States 
has experienced a remarkable growth 
since the beginning of the war period. In 
terms of customers, the natural gas utilities 
have shown an increase of 44 per cent between 
1940 and 1947, with 10,189,000 connections as 
an average for the year 1947. Customers for 
the other classes of gas utilities reflected a 
much lower increase, yielding an over-all 
growth for the entire gas industry of about 
22 per cent, with 21,419,000 connections on the 
average for the year 1947. 

“The increase in volume of sales and reve- 
nue during the comparable period has been 
even more pronounced with the natural gas 
industry showing a 79 per cent increase in 
sales to a total of 2.515 trillion cubic feet. 


Other classes of gas utilities show a somewhat 
lesser increase to yield a total increase in 
volume of sales for the entire gas industry 
of about 71 per cent, with sales of 3.129 trillion 
for the year 1947. 

“Revenues received by the natural gas indus- 
try in 1947 approximated $848,000,000, rep- 
resenting an increase of 80 per cent over the 
year 1940. Revenues received by the other 
classes of gas utilities increased to a much 
lesser extent, making for an over-all increase 
of 60 per cent for the entire industry, reflecting 
total revenues of about $1,396,000,000.” 

—Justus F, CRAEMER, 
Retiring president, National Asso- 
ciation of Railroad and Utilities 

Commissioners. 


e 


On Rate Increases 


SCR es were received from 28 states and 
the District of Columbia indicating 
a general interest and concern with this 
[interstate-intrastate toll rate] problem. The 
majority of replies indicated that rates for 
exchange and state toll service had been estab- 
lished to produce a return on intrastate services 
in total, although several advised that the two 
services were considered separately... . 

“All replies with one exception concluded 
that intrastate toll rates should be at the same 
general level as interstate toll rates. However, 
a large number of states felt that when added 
revenue is found to be required some amount 
should be provided by increasing toll rates. 
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A number expressed the view that the disparity 
should be reduced by adjustments in the 
interstate schedule. 

“With few exceptions the responses favored 
extended area service in order to reduce the 
intrastate toll revenue requirements where 
feasible. A majority suggested that the non- 
optional basis was preferred, in order to reduce 
the over-all cost dg providing this type of serv- 
ice, but some expressed the view that optional 
service permitted subscribers to choose the 
extent of service desired. 

“Seventeen states advised that adverse public 
reaction from the disparity in toll rates had 
been experienced, although several indicated 
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the criticism was not severe, and six advised 
of no reaction. A number felt that criticism 
would be much more severe if the public were 
fully informed as to the differentials between 
state and interstate toll rates, and several com- 
mented that the divergence was improper and 
not justified.” 

—Report of the Special Committee 
Coéperating with the Federal Com- 
munications Commission in Studies 
of Telephone Regulatory Problems, 
Matt McWhorter of Georgia, 

chairman. 


od by is significant that to date the volume 
of service now being rendered by the 
utilities of the nation, as compared with that 
of the prewar years, transcends the increase 
in industrial production. This has been accom- 
plished by increases to plant and property at 
prices almost double those of the prewar years, 
with increases in wages to almost twice the 
prewar rates, and these two factors supply the 
answer as to the absence of a commensurate 
response on the last line of the income state- 
ment. 

“As a result, regulatory commissions are to- 
day confronted with an ever- increasing number 
of petitions for upward revisions in rates.” 

—Report of the Committee on Rates 
of Public Utilities, Paul E. Weiland 
of Ohio, chairman. 


. od be a fast-expanding postwar economy 

the utilities of our nation are the fastest 
growing of all industries and have as of today 
a larger program of additional expansion than 
any other segment of industry. This expansion 
must be made at prices approximately double 
those of prewar. Postwar prices for expansion 
affect utilities much more than the average 
industry because of the low rate of capital 
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turnover in the utility industry. In the auto. 
motive industry one-half dollar invested jp 
production facilities will produce one dollar 
of annual sales. One dollar invested in produc. 
tion facilities in the steel industry will produce 
one dollar of annual sales. It requires about 
four and one-half dollars of investment jn 
utility industry to produce one dollar of sales 
and if expansion of plant is to continue at 
postwar prices, with the level of rates remain- 

ing the same, that ratio will increase.’ 
—Report of the Committee on Rates 
of Public Utilities, Paul E. Weiland 

of Ohio, chairman. 


€C"P'ne illustrations of selective pricing 
which have been considered point up 
the desirability of some modification of tra- 
ditional rate policies. For many years it has 
been the generally accepted practice in the de- 
sign of utility rates to adapt them as nearly 
as possible to the curve of experienced costs. 
In effect, rate making was based largely on 
a static process of determining costs under 
existing load conditions. To meet competitive 
conditions and more effectively to promote 
desirable loads it has become increasingly 
necessary to emphasize rate structures as a 
medium for selective pricing. If utilities expect 
to derive maximum benefits from the econo- 
mies of mass production, rate schedules should 
be considered as an integral part of a mer- 
chandising problem. Under a policy of selective 
pricing, within the framework of appropriate 
antidiscrimination regulations, the utility may 
give emphasis to the quality of prospective 
increases in use of service instead of to 
quantity alone, so that cost of service in the 
future can be further reduced.” 
—H. J. O'Leary, 
Chief, rates and research department, 
Wisconsin Public Service Commission 


On Rate Refunds 


6 oT mz is... the problem of the formula 
to be applied in determining the amount 
of the refund to each consumer. As a practical 
matter, it is impossible to devise a workable 
formula that will do complete equity between 
all consumers. In order to work out the exact 
amount due each consumer down to the last 
penny, it would be necessary to make almost 
endless calculations based upon the varying 
rates paid by the different consumers during 
the impoundment period, as weil as the volume 
of gas consumed by each one at each rate. 
Practical considerations have recommended one 
of two formulas. One is called the ‘Dollar 
Basis’; the other the ‘Volume Use Basis.’ The 
Dollar Basis makes the distribution to ~_ 
consumer in proportion to the dollars paid 
each consumer during the impoundment marke | 
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The Volume Use formula makes the distribu- 
tion upon the basis of the volume of gas 
consumed by each customer during the im- 
poundment period. Experience has shown that 
the Volume Use Basis is the more workable 
and less expensive. The calculations can be 
made from the company’s record of meter 
readings. In cases where the customer has been 
on the line during the entire impoundment 
period at the same address and on the same 
meter, only the meter readings at the begin- 
ning and the end of the impoundment period 
need be used. This is the formula that has 
actually been used in most cases throughout 
the nation.” 
—Joun P. RANDOLPH, 
Member, Missouri Public’ Service 
omamission. 
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i Missouri we have taken the view that 
the distribution of such [impounded] 
funds should be to the domestic and smaller 
commercial users. We have always insisted 
that industrial users have no right to share 
in such refunds because they were enjoying 
either a special contract rate or a scheduled 
rate designed with a view to the price of 
competitive fuels, and rates of this kind would 
not be reduced by our commission merely be- 
cause there had been a reduction in the 
wholesale rate. 

“We were sustained in these views by the 
Tenth Circuit [U. S.] Court of Appeals in 
the distribution that was made of the im- 
pounded funds in the Cities Service Gas Com- 
pany Case. We were not sustained in these 


¢ 


views by the Eighth Circuit Court of Appeals 
in the Panhandle Eastern Pipe Line Company 
Case. In the latter case a plan of distribution 
was adopted by the court that permitted indus- 
trial users to share. We didn’t like that plan 
at the time it was adopted and vigorously pro- 
tested against it, and we still don’t like it. 
We think the Supreme Court’s decision in the 
Interstate Case has vindicated our views in 
this respect. Certainly there can be no equity 
in any claim to impounded moneys by a large 
industrial user when such a user would not 
have had his rate reduced by reason of a 
reduction in the wholesale rate.” 
—Joun P. RANDOLPH, 
Member, Missouri Public Service 
Commission. 


On Safety Regulation 


ad HE safety directors of almost all utilities 
agree that one field in which much can 
be done towards safer operation is in job 
training. Job study programs are becoming 
more and more important as the companies 
with the best accident records are showing us. 
Some of the telephone companies have made 
great strides in the matter of utility safety and 
have attributed this continued progress to de- 
tailed job study programs coupled with very 
comprehensive job training programs. A very 
extensive job study program is necessary in 
order to determine the one best way of doing 
a job, and then it’s up to the training program 
to train the employee to do it that way. 

“As you can see, such an undertaking re- 
quires a great deal of planning, initial expense, 
and doing. This is another way of saying it’s 
up to every employee of the company from 
the apprentice to and including the president. 
Even with the best safety director, such a plan 


cannot advance without the wholehearted 
support of top management.” 
—Report of Committee on Service 
and Facilities and Safety of Opera- 
tion of Public Utilities, George H. 
Flagg of Oregon, chairman. 


“O™ safety obligations, as set out in the 

statutes of the various states, may be 

confined to specifying construction standards 

and perhaps making certain inspections. Our 

moral obligations, however, go beyond this. 

We should take it upon ourselves to be 

thoroughly familiar with the accident records 

and safety program of each utility under our 

jurisdiction, and do all we can within reason 
to improve these records.” 

—Report of the Committee on Service 

and Facilities and Safety of Opera- 

tion of Public Utilities, George H. 

Flagg of Oregon, chairman. 


7 
On Telephone Rates 


OTe telephone industry presents the out- 
standing example of the principle of 
selective pricing in public utility rate making. 

robably in no other utility industry do 
rates fear wo so far from costs. Such devia- 
tions from cost have been justified on the 
so-called value of service principle. Value of 
service is not usually subject to precise meas- 


urement and consequently rates established in 
accordance with that principle frequently rep- 
resent what the rate maker thinks the service 
is worth or what he thinks the customer will 


pay.” 
—H. J. O'Leary, 
Chief, rates and research department, 
Wisconsin Public Service Commission. 


& 
On Telephone Regulation 


VWs reported at last year’s convention 
that in 1947 Western [Electric] re- 
ported sales of over $900,000,000. Those, 
together with other income, produced profits 
in excess of $35,000,000. These profits equaled 


7.8 per cent of Western’s reported net invest- 
ment and produced a return of 11.9 per cent 
on the American Company’s investment in 
Western. Both sales and profits in 1947 were 
the largest in history of the company, but 
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they were even greater in 1948. To illustrate, 
sales totaled slightly less than $1,120,000,000 
and reported income available for interest and 
dividends amounted to $53,343,000. This net 
income is equal to a return of 11.6 per cent 
on reported average net investment during the 
year, and the income available for dividends 
was $50,848,000 which is equal to 16.6 per cent 
on Western’s equity capital investment, 99.8 
per cent of which is owned by the American 
Company. The first quarter of 1949 shows a 
downward trend in business.” 

—Report of the Special Committee 
Coéperating with the Federal Com- 
munications Commission in Studies 
of Telephone Regulatory Problems, 
Matt L. McWhorter of Georgia, 

chairman. 


667x your [telephone regulation] commit- 
tee’s report of last year, attention was 
directed to the fact that Western [Electric] 
had been requested to review its depreciation 


rates on a total life straight-line basis and, in 
addition, on the remaining life method of 
accrual. This review has been completed for 
buildings, machinery, and service equipment 
and the company’s conclusion that the total 
life straight-line rates currently applied to 
these classes of plant should be continued 
However, if the remaining life method were 
to be adopted for these three classes of plant 
investment, depreciation accruals during 1949 
would be approximately $2,800,000 less than 
those which will be accrued through the use 
of the total life straight-line rates. It is inter- 
esting to note that the depreciation rates used 
for machinery are related to production, with 
charges at somewhat higher rates in periods 
of high productivity than apply in years of 
lower production.” 

—Report of the Special Committee 
Coéperating with the Federal Com- 
munications Commission in Studies 
of Telephone Regulatory Problems, 
Matt L. McWhorter of Georgia 

chairman. 


On Postwar Service 


CC At of us can agree. . . that the postwar 

cycle in which the public utility industry 
finds itself has been characterized by three 
dominant factors: an unprecedented demand 
for increased public utility service, the tre- 
mendous impact of rising operating costs, and 
the ever-mounting tax burden. No one of these 
factors is within the control of either the 
industry or the regulatory commissions. Each 
of them must be recognized and effectively 
dealt with if the needs of the nation are ade- 


= 


quately to be met and the public utility industry 

is to be maintained on a sound and stable basis. 

“However, with an apparent leveling off 

of business which appears evident on the hori- 

zon_and with declining volume of carrier 

traffic, there is need for us to STOP, LOOK, 
and LISTEN.” 

—Justus F, CraEMER, 
Retiring president, National Asso- 
ciation of Railroad and Utilities 
Commissioners. 


On Price Fixing and Rates 


ae NE of the principal functions of selective 
pricing is the designing of utility rates 
in such manner as to bring about an improved 


cost experience. Traditionally, utility rates 
have been based largely upon costs experienced 
in the past. 

“The propriety of the rate for any particular 
kind or class of service was determined by its 
relative responsibility for costs which had been 
experienced in supplying all of the service 


e 


offered by the utility. It is apparent that a shift 
in the cost burden of one kind or class of serv- 
ice has a bearing upon the reasonableness of 
rates for that particular service as well as the 
rates for other classes of service furnished by 
the utility.” 


—H. Jj. O'Leary, 
- . - > 
Chief, rates and research department, 
Wisconsin Public Service Commission 


On Telephone Service 


COT ue Michigan Public Service Commis- 
sion, Re Michigan Bell Teleph. Co., 
September 28, 1948, allowed as a justified 
operating expense for services and licenses 
about $293,000. Over $1,400,000 was claimed by 
the utility. The amounts assigned to particular 
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services received are not set forth in the 
opinion, but the commission stated that it could 
not agree with the contention made that the 
total cost of such services would have been 
the same were the American system companies 
operated as one. It then referred to activities 
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of the American Company relating to the main- 
nance of its own investment position in its 
subsidiaries, and, as an example, cited the in- 
dusion in claimed services a portion of the 
income taxes if paid on dividends received from 
the Michigan Company’s operations. It will be 
of interest here to note the remedy then sug- 
gested by the commission to alleviate for the 
juture the difficulty it encountered in making 
proper assignment of such intercompany costs. 
The commission said : 


“If the American Telephone and Tele- 
graph Company would establish a separate, 
nonprofit organization, and permit this or- 
anization to perform the services required 
by the associated companies, this would 
eliminate the commingling of service func- 
tions with holding company functions, The 
service division, or company, could assign 
its costs to the companies served on the 
basis of direct charges to specific companies 
for specific work, We appreciate that, after 
such division is established, it will not be 
possible to directly assign all costs. Costs 
not directly assignable should be allocated 
upon a reasonable basis, depending upon the 
nature of the activities. In rate proceedings 
before it, and until such time as a separate 
service organization is established, the 
Michigan Bell Telephone Company will be 
considered to have paid for services rendered 
to it by the American Telephone and Tele- 
graph Company upon the basis of cost as 
determined in the manner demonstrated by 
the commission’s staff witness in these pro- 
ceedings, as adjusted and adopted by this 
commission.’ ” 
—Report of the Committee on Prog- 
ress in the Regulation of Public 
Utilities, Ira H. Rowell, of Calt- 


fornia, chairman, 


OTH advocacy of a strong, stable rate 
7 base, as clearly indicated in the... 
[Southwestern Bell Telephone Case], advances 
il argument that seems well-nigh impossible 
to retute. This position is emphasized when 
‘onsideration is given to the thousands of dol- 
lars—perhaps millions—and the practically un- 
limited periods of time, that are expended year 
after year in the preparation and presentation 
of reproduction cost new and cost price trend 
indices evidence, which is submitted to com- 
missions throughout the country in pending 
rate proceedings.” 
—JameEs J. DANAHER, 
Member, Illinois Commerce 
mission, 


Com- 


“A DISCUSSION of regulation must involve 
rates. It is not my purpose to discuss 
the technical process of rate making, or laws 
and court decisions which are applicable. Most 


commissions, in my spot check, require the 
same kind of proof for small as large com- 
panies, but not in the same degree or detail. 


381 


Allowances must be made because of the in- 
ability of small companies to prepare elaborate 
exhibits or furnish accurate plant investment 
figures. We must as regulatory bodies, it seems 
to me, tailor our concepts and procedures to 
fit the plight of many small companies and 
adjust our rate making for them to a rational, 
hardheaded business basis. Rates of small com- 
panies have for a long period of years been 
quite generally lower than larger companies 
This has resulted in many cases in capital con- 
sumption, deferred maintenance, and no ac- 
cumulated surplus. The exact situation may 
not be clearly reflected in company reports or 
in facts and figures presented in a rate case.” 
—WALTER F. Roserts, 
Chairman, Nebraska State Railwa. 
Commission. 


ae ince VJ-Day, in three and one-half 
years, Bell system has added over 
10,000,000 telephones. It took Bell more than 
forty- five years to obtain its first 10,000,000 
= Today more than 32,000,000 are served 
by 1. 

“The independents have added a million 
phones since the close of the war. Their total 
today approaches 7,000,000 phones. 

“Bell’s new capital additions for plant ex- 
pansion in the postwar years 1946, 1947, and 
1948 totaled $3,335,000,000, a growth in plant 
investment of 58.5 per cent. 

“Its debt structure has increased from 32 
per cent of total invested capital at the close 
of the war to 53 per cent as of May 1, 1949. 

“Annual payroll has increased from "$728,- 
000,000 in 1941 to $2,018,000,000 in 1948, or 177 
per cent, while operating revenue increased 
102 per cent. Revenue was $1,229,000,000 in 
1941 as compared with $2,625,000,000 in 1948. 

“Held orders in many areas of the nation 
are still a problem—over a million Bell orders 
still remain to be serviced.” 

—Justus F, CRAEMER, 
Retiring president, National Asso- 
ciation of Re oc ad and Utilities 

(Commissioners. 


“Ox May 31, 1949, the executive committee 
of this association adopted a resolution 
stating it to be the position of the association 
that the FCC should not require telephone 
companies to allow the attachment of Hush- 
A-Phone devices unless: ‘(1) Such devices 
serve a useful and necessary purpose and op- 
erate satisfactorily; (2) use of such devices 
will not endanger the quality of telephone 
service; and (3) the requirement is in such 
form and so conditioned as to avoid any direct 
or indirect encroachment upon the jurisdiction 
of state regulatory commissions respecting 
exchange and intrastate toll service.’” 
—Freperick G. HAMLEYy, 
General solicitor, National Assocta- 
tion of Railroad and Utilities Com- 


massioners. 
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On Progress in Regulation 


pe we are to be fair to both consumer and 
utility, save large sums of money, the 
expenditure of vast amounts of time in the 
preparation and presentation of data repre- 
senting reproduction cost theory or methods 
sympathetic to the rule in Smyth v. Ames— 
time not only of expert witnesses but of offi- 
cials of the utilities as well—our responsibility 
seems clear that we should advocate the 
adoption of a definite legislative program that 
would make prudent investment an accepted 

procedure in all rate case proceedings.” 

—JAMES J, DANAHER, 
Member, Illinois Commerce Com- 

mission. 


66] J vex more normal conditions selective 
pricing, within the limits permissible 
under antidiscrimination laws, may be utilized 
for the purpose of reshaping and reducing the 
cost curve. This may be accomplished through 
rate structures by encouraging those loads 
which will improve load factor or fill in valleys 
in the load curve and at the same time not 
encourage loads of the opposite type. The 
adaptation of rate schedules to bring about such 
results is not easy of accomplishment and may 


= 


require the exercise of considerable skill and 
ingenuity. The important point is the accept 
ance of a forward-looking point of view whi 
casts aside exclusive reliance on experienced 
costs, plus the willingness to use rates as a 
medium for guiding and shaping future costs 
rather than expressing past costs.” 
my! O’Leary, 
Chief, rates and research depariment, 
Wisconsin Public Service Commission. 


66Tx the Federal field, Senator McCarran of 
Nevada has introduced a bill (S 527, 
81st Congress, Ist Session) to provide general 
rules of practice and procedure before Federal 
agencies. Section 3 of the bill sets up a com- 
mission to formulate and transmit to the 
Attorney General of the United States for re. 
port to the Congress general rules of practice 
and procedure for Federal agencies, including 
forms and such rules as it may deem appro- 
priate in agencies respecting judicial proceed- 
ings for the enforcement or review of agency 
action.” 
—Report of the Committee on Regu- 
latory Procedure, Everett C. Mc- 
Keage of California, chairman. 


On Utility Taxes 


CC Arter the question of which consumers 

are to receive the impounded moneys 
has been determined, other troublesome prob- 
lems arise. ... 

“First, there is the question of Federal in- 
come taxes. If the impounded money be treated 
as the money of the distribution companies, it 
is, of course, subject to Federal income taxes. 
In both the Cities Service Gas Company Case 
and the Panhandle Eastern Pipe Line Com- 
pany Case the Missouri distribution companies, 
pursuant to their agreements with our com- 
mission, filed disclaimers in Federal court so 
that the court could make distribution of the 
funds direct to the ultimate consumers, but in 
each instance the distribution company found 
it necessary to apply to and obtain from the 
United States Treasury Department a closing 
agreement releasing the company of any claim 
to income tax liability as a result of the dis- 
claimer of the impounded money. The Treas- 
ury Department has been very cooperative and 
in each instance the necessary closing agree- 
ment was obtained.” 

—Joun P. RANDOLPH, 
Member, Missouri Public Service 
Commission. 


wr AXES for the natural gas operating util- 
ities have increased since the immediate 
prewar period about 84 per cent expressed in 


terms of gross operating revenues. A much 
larger increase in the absolute amount of taxes 


SEPT. 15, 1949 


has resulted in view of the high percentage 

increase in operating revenues already stated. 

Expressed in per cent of operating revenues, 

taxes on the manufactured gas industry have 

shown a decrease. 

“The impact of the increased investment 
and costs of operation of the gas industry 
on rates has been deferred for reasons already 
outlined. It is inevitable, however, that some 

ortion of these increased over-all costs must 

. assed on to customers in the future. 
“Both corporate taxes and excise taxes are 

a problem we can do something about if you 
and I will let our voices be heard in Wash- 
ington. It is important that members of Con- 
gress are advised as to the effect of these 
ever-spiraling and expanding taxes on our 
economy. The long-haul traffic of both trans- 
portation and communications utilities is 
hardest hit by therm. 

“There is a crying need that something be 
done in Washington about this problem. Over 
40 bills already have been introduced in the 
Congress of the United States either to abolish 
or amend the transportation and communica- 
tions taxes. The authors of these bills come 
from practically every section of the United 
States, This indicates the growing alarm even 
in Washington over these taxes.’ 

—Justus F. CraeMer, 
president, National Assocw- 
Railroad and Utilities Com- 

missioners. 


Retirin 
tion oO 
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WHAT THE STATE COMMISSIONERS ARE THINKING ABOUT 


On Prudent Investment 


‘G* ENERALLY, the stable rate base which has 
been approved has been one determined 
iy reference to the original cost of the prop- 
ty used and useful in the public service. In 
te absence of evidence that such original cost 
excessive at the time the property in ques- 
ton Was acquired, such a rate base is exactly 
be same as would result from application of 
i notions of prudent investment. 
‘Since 1946, up to and including 1948, the 
lowing commissions have adopted prudent 
westment or Original cost in some form in 
e determination of a rate base: Alabama, 
jrizona, Idaho, Louisiana, Nevada, New Mex- 
0, New York, Tennessee, and Virginia. 
“We could not very well discuss the prudent 
avestment theory without giving serious con- 
leration to the Hope Natural Gas Company 


Case, which, up to the present time, appears 
to be the final word on this subject. 

“Many more cases could be cited and dis- 
cussed. A number of additional articles of 
recognized authorities could be referred to, all 
advocating the use of prudent investment as a 
method of determining a utility rate base. We 
can see no real good to be accomplished in fol- 
lowing such a procedure. The law appears to 
be plain and undisputed. The Supreme Court 
of the United States in the Hope Natural Gas 
Case clearly indicated the way was open in 
which prudent investment might become an 
accomplished fact.” 


—JAMEs J, DANAHER, 
Member, Illinois Commerce Com- 
mission 


e 


TYPICAL GAS, ELECTRIC, AND TELEPHONE BILLS 
TWENTY-FIVE meee agg ~ THE UNITED STATES 
June 30, 1949* 
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a. Message rate service with 85 messages ; flat rate service not offered. 
>. Base rate; subject to adjustment for fuel price and fuel consumption. 


«. Manhattan and Bronx. 
i. Winter rate. 


t. Adjusted for effect of latest fuel — available. 


f. All-electric service (450 kilowatt 
rate and predominant use of electricity. 
g. Includes lamp replacement service, 


ours) assumed in view of relatively high present gas 


(This table accompanied the address of the retiring president, Justus F. Craemer.) 
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On Taxes 


at HE association adopted a resolution at 
the 1948 convention favoring the repeal 
of the Federal excise tax on the transportation 
of property, and the repeal or reduction of 
Federal excise taxes on other transportation 
and communication services (1948 NARUC 
Proceedings, page 221). 

“In addition to the several reasons set forth 
in the association resolution of 1948 why these 
taxes should be repealed or reduced, there has 
been a recent development which adds an im- 
portant new reason why Congress should take 
this action. This new development was the re- 
peal, on March 23, 1949, of the 15 per cent Ca- 
nadian excise tax on the transportation of per- 
sons in Canada. The repeal of the Canadian 


7 


excise tax has produced a situation which pe 
mits intolerable preferences and discriminatio 
between passengers, and places an unfa 
burden upon railroads operating inthis country 

“It is our recommendation that the reso] 
tion adopted in 1948 be redrafted to includ 
this additional reason why these Federal ext 
cise taxes should be repealed or reduced, an 
to make specific reference to the pending bill 
on the subject referred to above, and that, a 
redrafted, such resolution be adopted at 
1949 meeting of the association. 


—Report of the Committee on Legis 
lation, H. Lester Hooker of Vir 
ginia, chairman. 


On Valuation 


66 Freon the . . . presentation [of rate base 
procedures] it is evident that regulatory 
processes have now been so sy stematized that 
the work of the valuation committee is sub- 
stantially completed and that proper rates will 
automatically spring from the application of 
proper percentages to some accurate book costs 
which have themselves been corrected for 
proper depreciation." Regulatory procedures 
are much more definite now than they once 
were, and the properly limited definitions and 
abstract procedures noted . . . have unques- 
tioned merit. We have progressed measurably 
toward the goal of equitable utility regulation 
and the end may be in sight although it ap- 
pears many obstacles still remain to be over- 
come. 

“Probably the first point requiring clarifica- 
tion is the accuracy of the existing book costs. 
For those utilities which have completed the 
work on continuing property records there is 
probably a sufficiently close agreement between 
the — book costs and the property now 
in plant to justify the use of such costs in a 
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rate case, The greater portion of utility pro 
erty is held by large companies with adequat 
records, The remainder of the utilities hay 
with few exceptions made no effort to instal 
continuing property record systems. Thes¢ 
smaller utilities outnumber the larger ones, 
Thus the uncritical and indiscriminating use it 
rate Cases of existing records of all utilities 
which in some cases contain the accumulate 
errors of many years, would lead to impropet 
results. 

“In conclusion it may be noted that ow 
knowledge and our tools are improving an 
that we may look forward to the time wher 
all essential factors for equitable rate adjust 
ments will be readily at hand. In order that th 
ground already gained may be held and new 
ramparts carried, there should be constan 
study and further effort to simplify methods 
and overcome the obstacles that confront regu- 
latory bodies in rate fixing.” 

—Report of the Committee on Valuc- 
tion, Samuel Bryan of Wisconsin 
chairman. 


On Small Company Regulation 


66 Dexnars we as regulatory bodies have been 
overcautious about invading the field of 
management in connection with small com- 
panies, Realistic regulation should recognize 
the problems of management and realize its 
limitations. It should offer, in the interest of 
the public, whatever service it may be able to 
furnish. Regulatory bodies cannot supply all 
the deficiencies of management but they can be 
of service to the limit of the staff . 
—WALTER F. Rosert 
Chairman, Nebraska State "Railway 
Commission. 


6cy X Je must... be more practical than sci- 
entific if we are to give the most val- 
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uable service to the over-all improvement of 
telephone service. If our decisions force small 


a serious complication in the future, which may 
result in a continuation of poor service and 
the ultimate destruction of the small independ 
ent telephone system. Small companies have 
difficulty in obtaining loans at reasonable rates, 
and may face trouble in repayment, partict- 
larly in depression or difficult times that may 
lie ahead.” 


—WALTER F. Roserts, 
Chairman, Nebraska State Railwo; 
Commission. 
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Events 


In General 


Joint AGA-EEI Study 


N a recent joint announcement, the 
American Gas Association and the 
Edison Electric Institute reported the 
meparation of a detailed study of the 
problems incidental to the financing of 
ihe tremendous postwar capital expan- 
jon in the gas and electric utility indus- 
ies. The study will be ready for publi- 
ation about the middle of September. 

Designed primarily to assist individ- 
al member companies of the two asso- 
ations in financing their respective 
pital programs, the study will also be 
made available to interested outside 
ources, including regulatory commis- 
sons and various interested groups in the 
financial community. 

The study is the work of a committee 
if utility industry executives, under the 
joint chairmanship of E. W. Morehouse, 
vice president of General Public Utilities 
Corporation, and H. H. Scaff, vice presi- 
ient of Ebasco Services Incorporated, 
assisted by leading authorities in the in- 
wirance, investment, and banking fields. 

It discusses some of the most impor- 
ant problems confronting utilities in 
raising additional capital, and offers ten- 
lative suggestions which may assist in- 
dividual management in their solution. 


Member Co-op Sues Ark-La 


HE Southwest Arkansas Electric 
Co6perative of Texarkana, Texas, 
was recently reported to have obtained a 
Federal court order in Shreveport, 
Louisiana, against its parent cooperative, 
the Ark-La Corporation. 
The court action charged that direc- 
tors of the Ark-La codperative were con- 
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spiring to dissipate the assets and funds 
of its 10 member codperatives. 

According to press reports, Federal 
Judge Ben C. Dawkins signed an order 
tying up the books, assets, credits, prop- 
erties, and some $95,000 in cash held by 
the Ark-La Corporation, pending a hear- 
ing in a Shreveport Federal court. 

The complaint asked the court to liqui- 
date the Ark-La Corporation and prorate 
the remaining assets among the 10 mem- 
ber codperatives—five in Arkansas and 
five in Louisiana. 


Prominent Speakers to Address 
AGA 


fh prose pew speakers representing 
several phases of business and in- 
dustry will bring new ideas and practices 
to delegates attending the thirty-first an- 
nual convention of the American Gas 
Association in Chicago, October 17th to 
20th. The general theme of the conven- 
tion will be the popular “Gas Has Got It” 
slogan that has identified the coordinated 
promotional efforts of the gas industry 
so successfully, Promotional activities 
of the industry now are concentrated on 
the “Old Stove Roundup,” and the con- 
vention, under the title of the “’49 
Roundup,” will carry on the western 
flavor of this nation-wide program. 

Based on more than 3,000 advance 
registrations that were made by mid- 
August, a total registration of 6,000 is 
expected. 

A strong program has been arranged 
by the general convention committee un- 
der the chairmanship of George F. 
Mitchell, president, Peoples Gas Light & 
Coke Company, Chicago, and the sup- 
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porting departmental and sectional com- 
mittees. Broad-gauged problems of the 
gas industry’s main divisions will occupy 
the opening day of the convention. Lead- 
ing off on Monday morning will be a 
meeting of the natural gas department 
under the chairmanship of D. A, Hulcy, 
president, Lone Star Gas Company, Dal- 
las, and vice president of the association. 

The manufactured gas department 
takes over Monday afternoon with a pro- 
gram of compelling interest. Under the 
chairmanship of H. H. CuthreH, vice 
president, Brooklyn Union Gas Com- 
pany, and vice president, AGA, the asso- 
ciation’s gas production research pro- 
gram, which is opening new vistas for 
manufactured gas, will be reviewed. Spe- 
cial attention is expected to be paid to 
natural gas mixing and changeover prob- 
lems, which now confront many compa- 
nies on the eastern seaboard and else- 
where. In addition, such subjects as long- 
term load forecasting, peak load develop- 
ments, and the general fuel situation, are 
being considered for presentation. 

Three general sessions have been ar- 
ranged for Tuesday, Wednesday, and 
Thursday mornings, These sessions pro- 
vide a forum for top-ranking authorities 
to expound their views on the most 
urgent problems affecting the industry’s 
welfare. Economics, promotion, industry 
relations, markets, man power, pensions, 
and personnel are among the topics on 
the agenda. 

Leading off the first general session 
will be the traditional address of AGA 
President Robert W. Hendee, who is also 
president of Colorado Interstate Gas 
Company, Colorado Springs, Colorado. 
Keyed to the theme of “The ’49 Round- 
up,” Mr. Hendee’s remarks will spot- 
light the marked progress made by the 
gas industry in one of the most success- 
ful years in association history. 

Under the intriguing title, “Operation 
Enterprise,” Frank J. Nugent, president, 
Gas Appliance Manufacturers. Associa- 
tion, will analyze the appliance manufac- 
turers’ future plans from the viewpoint 
of further integration with the national 
programs of the utilities. 

The 1949 pension attitude, a magnet 
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of attention for both labor and manage. 
ment, has a prominent place on the pro- 
gram. Henry S. Beers, vice president, 
Aetna Life Insurance Company, Hart- 
ford, will orient the gas industry on a 
sound approach toward employee retire- 
ment, financing pension costs, and the 
philosophy of different methods of charg- 
ing the costs. He will also discuss pro- 
posed changes in old-age benefits under 
the Social Security Act. 

“Safety Is Your Business,” according 
to Dr. Ned H. Dearborn, president, Na- 
tional Safety Council, Chicago, who will 
deliver an address on this vita] and ever- 
present problem. Dr. Dearborn will in- 
dicate how the average person can enlist 
in the war on accidents and will point 
out practical ways of preventing them. 

A mandate for more sales will be pre- 
sented by Hugh H. Cuthrell, chairman, 
general promotional planning commit- 
tee, who will be making his second con- 
vention appearance following his chair- 
manship of the manufactured gas depart- 
ment meeting. In his talk, entitled “Scan- 
ning the Planning for Sales in ’50,” Mr. 
Cuthrell will discuss the far-reaching 
promotion and advertising plans pro- 
jected and supported by the PAR Pro- 
gram. , 

One of the gas industry’s most profit- 
able and stable pay loads will receive at- 
tention when Frank H,. Trembly, Jr., 
sales manager, Gas Works Company, 
speaks on “The Commercial Cooking 
Load Belongs to the Gas Industry.” Mr. 
Trembly will analyze the current com- 
petitive situation, report on the activities 
of subcommittee on comparative tests 
of commercial cooking equipment, and 
recommend a course of action for the 
industry. 

Striking at the heart of a fundamental 
industrial problem, Dr. Henry T. Heald, 
president, Illinois Institute of Tech- 
nology, Chicago, will describe effective 
methods of training technical man power 
with particular ass eeacen to the gas in- 
dustry. 

The general sessions program will be 
rounded out with the election af officers, 
special events, and the presentation of 
AGA awards. 
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THE MARCH OF EVENTS 


lage- . . 
= Michigan 

ent, 

ond Correction in Consumers Gas oe the rate increase to go into 
+tire- Rate Increase Report eitect. 


The company originally petitioned on 
April 2, 1948, for an increase, on which 
proof was later submitted to justify an 
over-all increase of $4,800,000, calcu- 
lated to yield a return of 5.22 per cent 
on present fair value. Subsequent to the 
commission order, a year later, granting 
rate relief in the amount of $1,800,000, 


1 the x the basis of more recent and reli- 
larg- O able information, the report pub- 
Pro- @ jished in the August 18th issue of Pus- 
nder Mf ic Uritities ForTNIGHTLY (page 250) 

’ appears to have considerably exaggerated 
ding J the effect of the $1,161,000 gas rate in- 
Na- &f crease authorized on July Ist by the 


)will @ Michigan Public Service Commission the company modified its request for ad- 
ps for the Consumers — aa = ditional relief to $1,400,000. 
in- @ was therein estimated that the July Ist sian er 
nlist increase would boost pont "pills Utility Law Revision Urged 
point Hf from 15 to 20 per cent, and greatly in- HANGES in state public service com- 
m. crease the combined total average in- mission operations to increase effi- 
pre- crease prior to April 7th, when another ciency and eliminate red tape were pro- 
man, rate adjustment was authorized. posed by Chairman John H. McCarthy, 
imit- It is now authoritatively reported that speaking at the Michigan Motor Bus As- 
sain. the effect of the July Ist increase on  sociation’s convention at Harbor Springs 
ait- @ average customer bills was only 6 per last month. 
part- @ cent, and the combined total increase of One proposal was substitution of an- 
al both the April and July orders was esti- other system for the mileage tax levied 
= mated at 17 per cent (instead of 35 to on busses and trucks. The state legisla- 
'N§ @ 50 per cent, as earlier reported). ture considered imposing a flat fee, at the 
a The Michigan Public Service Commis- commission’s suggestion, but rejected the 
sion subsequently, on August 12th, de- idea. McCarthy said a legislative com- 
oft: nied the petitions of the cities of Saginaw, mittee was working on recodification and 
npr Lansing, and Bay City for rehearing— __ revision of public utility laws. 
Jr. » 
any, 
4 Montana 
“ties Damage Suit Filed ‘The complaint said other defendants 
tests ONDAKOTA Gas ComPANy recently will be named later. ‘ 
and filed $30,612,480 Federal court Mondakota says it lost $10,204,160 
the damage suit against the Montana Dakota when Montana Dakota—a common car- 
Utilities Company, alleging the defendant Tier with gas lines through Montana and 

ntal ff tried to monopolize the natural gas busi- the Dakotas—refused to carry Monda- 
eald, ness in eastern Montana’s Bowdoin and_ kota gas over Montana Dakota lines to 
ech- Baker fields. Mondakota customers. 
tive 


wer 
; in- 


ll be 
ers, 
1 of 


New Mexico 


Sale of Utility Considered 


RTHUR PRAGER, president of Public 
Service Company of New Mexico, 
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recently announced his company was con- 
sidering the sale of its gas distribution 
system in Albuquerque, New Mexico, to 
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Southern Union Gas Company of Dallas, 
Texas. 

The New Mexico utility now handles 
retail distribution in Albuquerque of 
natural gas that it buys wholesale from 
Southern Union. 

The utility’s gas properties were car- 
ried at a value of $3,333,989 on its books 
as of December 31, 1948. Any sale of 
the properties would have to be approved 
by the New Mexico Public Service Com- 
mission. 

The New Mexico company at present 
furnishes electric, gas, water, and ice 
service in New Mexico. The electric op- 
erations last year accounted for $,- 
000,000, or two-thirds of its operating 
revenues, Gas sales in 1948 amounted to 
$1,861,000 while water and ice sales 
amounted to $359,000. 


Appeals Rate Order 
Pye General Joe L. Martinez 


advised the state corporation com- 
mission last month he will appeal the 


New 


New Budget Payment Plan 


ONSOLIDATED Epison CoMPANY of 

New York, Inc., is offering to its 
gas house-heating customers a new sim- 
plified budget payment plan. 

This plan, described in a brochure re- 
cently mailed to gas house-heating cus- 
tomers, is scheduled to go into effect this 
month. It offers customers the oppor- 
tunity to spread gas house-heating costs 
evenly over the 10-month period, Sep- 
tember through June. 

It is pointed out in the brochure that 
experience has shown that about 82 per 
cent of house-heating fuel consumed 
during the heating season is used between 
November and March. This means larger 
gas bills during months when family 
expenses are usually heaviest. 

Under the new plan customers can pay 
10 per cent of their estimated 10-month 
heating season gas costs each month. 
Thus monthly payments will remain con- 
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commission’s order confirming increased 
telephone rates in New Mexico. Martine 
said he believed that conclusions con- 
tained in the commission’s August 2nd 
order approving the higher rates “arecon- 
trary to the facts and to the law applica. 
ble in cases of this kind.” At the same 
time Martinez withdrew as counsel for 
the corporation commission. 

“My primary and paramount obliga- 
tion is to the people of the state,” he 
asserted. 

He said he would be joined in his ap- 
peal of the order to the supreme court 
by several attorneys who appeared to 
represent various communities at the 
hearing held last month. 

He told commission Chairman Dan 
Sedillo he was sure “that the telephone 
company will supply you with the best 
possible counsel in order to sustain your 
position.” 

Sedillo and Commissioner Eugene Al- 
lison immediately said they would fight 
any move to change the order in the su- 
preme court. 


York 


stant and larger bills during peak periods 
are avoided. 

All accounts will be squared off at 
the end of the heating season in July. 
Budget payments for existing installa- 
tions will be based on analyses of their 
gas consumption over past heating sea- 
sons. In cases involving new installations, 
the sales department will make a sur- 
vey of the premises and monthly pay- 
ments will be based on estimated con- 
sumption. 

Steps will be taken to avoid excessive 
differences in ac@ounts at the end of the 
season. If monthly payments are found 
to be too high, a credit will be applied to 
a customer’s bill before July and stand- 
ard billing procedure will apply until the 
following September when a revised pay- 
ment plan will be put into effect. 

On the other hand, if the budget esti- 
mate is too low, a revised plan will be 
prepared so that the customer will not be 
faced with a burdensome balance in July. 
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THE MARCH OF EVENTS 


Pennsylvania 


New Rate Increase Filed 


HE Pennsylvania Power & Light 
Company filed new tariffs with the 
state public utility commission recently, 
calling for increased electric rates for 
nearly all its customers, effective Octo- 
ber 24, 1949, 
The new rates, if approved by the com- 
mission, will boost the company’s annual 


revenue by $2,126,100, or 5.9 per cent. 
The new rate schedule replaced two 
other proposals withdrawn by the com- 
pany last July. The latest filing is de- 
signed to meet objections of the Penn- 
sylvania Grange and reduce the amount 
of increase to be borne by farmers and 
residential users. Rates of large indus- 
trial users would remain unchanged. 


South Dakota 


Seek Power District Law 
—_ South Dakota REA coodp- 

eratives last month called upon Gov- 
ernor George T. Mickelson to call a spe- 
cial session of the state legislature “im- 
mediately” to enact a consumers power 
listrict law. 

The request was made in a formal 
resolution unanimously adopted at a 
meeting of 18 REA cooperatives, with 
about 200 members, managers, and direc- 
tors present, representing about 35,000 
farm members. The meeting was called 
in Huron by the co-ops to consider 


methods of obtaining more power in the 
period before Missouri river hydro- 
electric power will be available from 
Fort Randall in 1953 and of having firm 
power thereafter. 

The codperatives also passed a resolu- 
tion which would have the effect of re- 
questing the Federa] government to loan 
South Dakota cooperatives grants to con- 
struct steam generating plants and trans- 
mission lines by 1951, to be used before 
river power and worked into the Mis- 
souri basin hydroelectric transmission 
grid after river power is available. 


Tennessee 


Co-op Assessments Slashed 


5 pe state railroad and public utilities 
commission recently slashed the 
149-50 property assessments of Ten- 
nessee’s 24 electric codperatives from 
$21,848,200 to $6,677,650. Announce- 
ment of the drastic cut from the tentative 


320 per cent increase over last year’s 
assessments was made by Commission 
Chairman John C,. Hammer. 

The new figure is still $1,620,650 more 
than the valuation placed on the co-ops’ 
property for taxation purposes two years 
ago. 


Vermont 


Commission Order Appealed 


be Central Public Service Corpo- 
ration last month appealed to the 
Vermont Supreme Court from the pub- 
lic service commission’s order allowing 
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only one-fourth of the increased electric 
revenues requested by the utility in its 
application filed April 11th. 

he commission on August 9th handed 
down an order allowing electric revenue 


increases of $85,000 against the $337,000 
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asked by the power company from resi- 
dential customers. 

The finding was based on hearing held 
in Rutland during several sessions in 
June and July. 

On the same date the commission per- 
mitted the company to boost gas rates in 
Rutland enough to bring in an estimated 
$43,000 more annually. 

The new electric rates, to go into effect 


when the utility files the new schedule 
with the commission, have not been es- 
tablished, according to a company spokes- 
man. 

The gas rates went into effect immedi- 
ately. 

Albert A. Cree, president of the power 
company, said the appeal consists of over 
fifty exceptions to findings handed down 
by the public service commission. 


Virginia 


Commercial Gas Rate Cut 
Proposed 


| pemetcte monthly rates for com- 
mercial and industrial gas users in 
Richmond will be cut in half by an or- 
dinance introduced into city council last 
month. 

The new ordinance reduces the month- 


ly minimum gas rate for commercial and 
industrial gas customers inside the city 
from $4 for the first 3,000 cubic feet to 
$2 for the first 400 cubic feet. 

The monthly minimum for limited 
county commercial and industrial gas 
users is reduced from $4.20 for the first 
3,000 cubic feet to $2.10 for the first 400 
cubic feet. 


W ashin gton 


Electric Heat Units Pondered 


HE Washington Public Service 

Commission took under advisement 
last month the question of regulating the 
installation of electrical space-heating 
units. 

At a 3-day hearing in Seattle, the com- 
mission heard arguments by representa- 
tives of Pacific Northwest power compa- 
nies and manufacturers of the electrical 
heating equipment. 

Power company spokesmen declared 
that unrestricted installation of new elec- 


trical space-heating devices would con- 
tribute materially to a power shortage 
during the winter months when power 
consumption reaches a peak, 

They pointed out that this area faces a 
power shortage for several years until 
new dams and generating plants get into 
production. 

Representatives of equipment manv- 
facturers said special equipment could be 
attached to the space-heating devices to 
reduce the power load and that by proper 
insulation of houses the power demand 
also could be cut. 


Wisconsin 


Gas Rate Hike Granted 


; state public service commission 
recently granted a $126,226 boost 
in yearly revenues to the Wisconsin 
Southern Gas Company. 

The company, which operates in south- 
eastern Wisconsin, was allowed to raise 
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its revenues from $389,422 to $515,648 
a year. It had originally asked for a boost 
to $528,678 in order to take care of in- 
creased expenses. 

The commission said the new rates 
would hit hardest at heat and commer- 
cial users. Residential and industrial 
rates were lowered slightly. 
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Progress of Regulation 


Financial History Repels Confiscation Claim 
But Higher Telephone Rates Allowed 


it~ Florida commission allowed the 
Southern Bell Telephone & Tele- 
graph Company to increase intrastate 
rates to produce a return of 6 per cent 
m net average investment in property 
used and useful. Reproduction cost was 
said to be too speculative and conjectural 
to have probative value. 

The financial history of the company, 
said the commission, repelled the sugges- 
tion that it had been or was suffering 
from confiscatory rates. Actual experi- 
ence over the years was said to be more 
convincing than tabulations of estimates. 

Without specifically approving the 
fixed percentage-of-revenue basis for the 
calculation of the license fee paid to the 
\merican Telephone and Telegraph 
Company, the commission made an al- 
lowance for services supplied by the par- 
ent company. 

The social and economic advantages of 
pensions for superannuated employees 
were recegnized, but the commission did 
not agree that “arresting payments” 
should be approved as current operating 
expenses. The company’s failure prior to 
1927 to establish and maintain pension 
trust funds by current accruals had given 

rise to an unfunded actuarial liability. 
Nothing was done to arrest its growth 
until in recent years the company began 
to pay into its pension fund and to charge 
to operating expenses a percentage of its 
unfunded actuarial liability. This amount 
was disallowed. 

Plant under construction, the commis- 
sion ruled, should be excluded from the 
rate base where (a) no allowance has 
been made in operating income accounts 


for additional revenues to be received 
from such plant, (b) the utility makes 
charges for interest during construction, 
and (c) there is no ev idence from which 
the commission can reasonably conclude 
that plant under construction will be in 
serviee within a reasonably short period 
of time. Property held for future use was 
excluded where no plan was disclosed for 
its immediate use. 

The amount represented by the account 
Telephone Plant Acquisition Adjustment 
was excluded as not representing prop- 
erty used and useful in the rendition of 
service. This account, it was explained, 
represented essentially the difference be- 
tween the amount of money actually paid 
for plant acquired and its original cost. 

A working capital allowance, in the 
opinion of the commission, will be proper 
and reasonable when arrived at by taking 
one-eighth of the annual operating ex- 
penses for the toll service less certain 
specified items. In view of adv anced bill- 
ing for exchange services, the commis- 
sion did not feel that exchange operat- 
ing expenses should be considered in 
arriving at the allowance for working 
capital. 

The 6 per cent legal rate of interest 
in Florida was said to be one element 
which might be considered in fixing a 
fair rate of return. The company con- 
tended for a rate of 6.66 per cent based 
upon three factors: (1) the relative 
amounts of debt capital and equity capi- 
tal, (2) the rate of interest (2.82 per 
cent) paid on debt capital, and (3) the 
rate of dividends (9 per cent) to which 
the company contended the parent com- 
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pany was entitled. The commission said: 


Obviously, a rate of return predi- 
cated upon the three factors set forth 


above will fluctuate widely according 


to the varying percentages of debit and 
equity capital, interest rates and divi- 
dend rates, and is, therefore. unreliable 
in that it attempts to establish its so- 
called earning requirements rate as the 
reasonable rate to which the utility is 
entitled. A reasonable rate is not a mat- 
ter of formula, nor in establishing a 
reasonable rate, is controlling weight 
to be given to the interest rates or to 
the dividend on its equity capital. 


The depressing effect of the current 


high cost of construction on the earning 
rate was considered. The current hi 
cost of construction, the commission de. 
termined, had increased the average sta. 
tion investment from $211.87 to $236.52 
since September 30, 1947, or an increase 
of 11.6345 per cent. The additional gross 
revenue requirements were obtained by 
dividing the needed additional net operat- 
ing income by an expansion figure of 
.6037625 which represented the percent- 
age of gross revenue inuring to Southern 
Bell Telephone & Telegraph Compan 
under present tax laws and various other 
factors. Re Southern Bell Teleph. & 
Teleg. Co. (Order No. BT 234, Docket 
No. 1637). 


& 


Notice of Unlawful Use Not Sufficient Justification for 
Service Discontinuance 


MOTION for an order restraining a 

telephone company from discon- 
tinuing service to a subscriber and re- 
straining the United States attorney 
from advising or assisting the service 
discontinuance was continued as to the 
company and denied as to the United 
States attorney. 

The company, the commission pointed 
out, could not, on receiving a notice from 
law enforcement authorities, immediately 
discontinue service without any further 
proof or investigation. A company regu- 
lation permitting such action, the court 
continued, would be invalid since it would 
confer the equivalent of judicial power 
on a law enforcement official. This in 
effect would deny to members of the 


e 


public valuable rights guaranteed them by 
the United States Constitution. 

The burden of proof, the court pointed 
out, is on the utility in a service discon- 
tinuance case to show that the service is 
actually being used, or about to be used, 
for a criminal purpose. A mere notice 
from police or governmental authority 
does not satisfy that burden. 

The proceeding was dismissed as to 
the attorney general since such a govern- 
ment official has a right to notify the com- 
pany or take any other action he deems 
necessary in the proper performance of 
his duty as to a suspected unlawful use 
of a telephone, said the court. Andrews 
v. Chesapeake & P. Teleph. Co. 83 F 
Supp 966. 


Service Denial Allowed after Police Notice 


i subscriber’s petition to com- 
pel a telephone company to restore 
service was dismissed by the Massachu- 
setts Department of Public Utilities. The 
company, after receiving notice from 
police as to the unlawful use of the tele- 
phone, had acted under its filed tariff and 
terminated service. 
The case illustrates the Massachusetts 
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rule as to the extent to which reliance 
can be placed on police notice of a viola- 
tion. The department inferred __ that 
neither the police notice nor its motives 
are to be inquired into. The company, it 
ruled, is not required to review the police 
decision but may safely discontinue serv- 
ice on the police “say-so.” Re A. C. Co 
et al. (DPU 8672). 
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PROGRESS OF REGULATION 


Commission Regulation of Bus Fares 
Not Restricted by Old Franchise 


HE appellate division of the New 

York supreme court, in a recent 
pinion, has explained the New York 
theory of commission regulation in cities 
where there have been franchise or other 
contract restrictions on rates. The court 
upheld a determination by a lower court, 
n City of Rochester v. Public Service 
Commission (1948) 77 PUR NS 405, 
that the commission could regulate bus 
rates although the bus company’s prede- 
cessor (a street railway company) 
operated under a franchise limiting rates 
in the city. 

The supreme court, in Quinby v. 
Public Service Commission, 223 NY 244, 
PURI1918D 30, had ruled that under a 
constitutional provision peculiar to street 
railways the commission could not nullify 
arate provision contained in a munici- 
pality’s consent granted under the con- 
situtional provision. The legislature, it 
was held, had not granted such authority 
to the commission. 

The doctrine of the Quinby Case, said 
the court, does not apply to other types 
of public utility operations. Rates of an 
omnibus corporation may be regulated 
regardless of contract. Although this 
company as a corporate entity might still 
be classed as a street railway, it had been 
operating nothing but omnibuses since 


e 


1941, and, therefore, said the court, it was 
to be treated as an omnibus corporation. 

Quite apart from the right of the com- 
mission to disregard the maximum fare 
clause because of the change in operation 
from a street railway to an omnibus line, 
the court continued, it would appear that 
the parties themselves had abrogated and 
waived this provision. In 1920 the city 
waived the provision and permitted the 
corporation to apply to the commission 
for an increase in fares. 

The court said it was extremely doubt- 
ful that the city retained the power to 
replace the block against commission 
jurisdiction despite any understanding it 
had with the corporation to the contrary, 
as embodied in a service-at-cost agree- 
ment. This agreement had been approved 
by the commission. It expired in 1930 and 
was thereafter extended from time to 
time until 1947. 

Commission approval of these exten- 
sions was never secured. They were, 
therefore, ineffectual to deprive the com- 
mission of its regulatory jurisdiction over 
fares. The rates fixed after 1930 were 
statutory rather than contractual in na- 
ture and were no longer under the control 
of the parties. City of Rochester et al. v. 
Public Service Commission et al. 89 
NYS2d 545. 


Substitution of Busses Permitted without City Approval 


a. order approving the 
substitution of busses in place of 
trolleys was affirmed by the appellate 
division of the New Jersey Superior 


Court notwithstanding objections of 
competing motor carriers. 

The competitors based their objection 
m the fact that no approval from the 
municipal authorities had been obtained. 
This, they said, amounted to a denial of 
equal protection of the law since they had 
to obtain such approval. 

The street railway had substituted 
trolley busses for streetcars and then, at 
a later date, had obtained commission 
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approval to substitute autobusses for the 
trolley busses. The court pointed out that 
where the commission has approved this 
last substitution no municipal authority 
Was necessary. 

To the competing bus lines’ objection 
of unfairness since they had been 
required to obtain approval, the court 
answered that the street railway when 
organized originally had been required to 
obtain the approval of the city as well as 
the adjacent property owners. South 
Orange Ave. Independent Bus Owners 
Asso. et al. v. Board of Public Utility 
Commissioners et al. 66 A2d 627. 
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Comparative Service Standards Affect Value 
Of Distribution Lines Sold 


ee New York commission author- 
ized a small electric company to sell 
its distribution system to Central New 
York Power Corporation, a larger and 
stronger company, in view of substantial 
public advantage in the way of rate re- 
ductions and service improvement. The 
commission said it had for many years 
refused to permit the transfer of prop- 
erty at a figure materially in excess of 
asset value, computing the property on 
the basis of original cost less accrued 
depreciation. 

In the present case, it was said, there 
was an element which must be considered 
and which made it difficult to determine 
with exactness what was a correct figure. 
Commissioner Eddy made the following 
statement : 


It is particularly true in telephone 
cases where the property of a com- 
pany which has become substantially 
defunct is taken over by a strong 
company. The poles and wire may have 
some remaining use to the selling com- 
pany but they have little use in fur- 
nishing the type of service which the 
acquiring company desires to give. 

To the same extent the situation here 
is comparable. It is clear that the prop- 
erty being purchased has a greater 
value to a company which would 


e 


render poor, or at best mediocre, sery- 
ice than it would be to a company 
rendering a higher standard of service, 
In other words, much of the property 
involved here would unquestionably 
remain in service for a considerable 
period of time were it to continue in 
the ownership of Deer River. Under 
the ownership of Central New York 
it must be anticipated that it will be 
more speedily retired and we have the 
situation, therefore, where the lives of 
the property unquestionably would be 
longer in the hands of the seller than 
they would be in the hands of the 
purchaser, and it would, therefore, 
follow that the amount of accrued de- 
preciation, to realistically reflect the 
actual expected lives of the property, 
would be different for one company 
than for another. 


The fair purchase price, Commissioner 
Eddy continued, was probably something 
above the salvage value without consid- 
ering the cost to remove. The transaction 
was reached at arm’s-length bargaining. 
It was clearly in the public interest. Un- 
der the circumstances the commission 
could not say that the price was suff- 
ciently excessive to require the commis- 
sion to refuse to permit the transfer. Re 
Deer River Power Co. (Case 14374). 


Commission’s Power over Accounting Upheld 


HE Pennsylvania Superior Court 

denied a water company’s appeal 
from a commission order imposing a uni- 
form system of accounts. The court ruled 
that it is now beyond question that Fed- 
eral and state commissions have authority 
to prescribe uniform systems of account- 


ing. 

The utility’s first objection was that 
any accounting order could apply only 
prospectively and could not relate to the 
original cost of property purchased years 
before. 

The state court, overruling this con- 
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tention, pointed out that there was no 
logical basis for such a limitation and 
that it would defeat the major purpose 
of the uniform sy$tem. 

The utility further contended that the 
requirement that it separate on its books 
original cost from book or acquisition 
cost affected its property value and con- 
sequently was a taking of property with- 
out due process of law. The court pointed 
out that no violation of the company’s 
constitutional rights was involved since 
an accounting order in no way affects the 
value of the utility’s property or requires 
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the utility to write off part of its cost. 
tis not a rate proceeding, the court con- 
duded, and involves no findings as to 


REGULATION 


value, Scranton-Spring Brook Water 
Service Co. v. Pennsylvania Pub. Utility 
Commission. 


e 


Deposition Proper Evidence at Commission Hearing 


REHEARING was held before the 
Florida commission for the pur- 
pose of passing on the admissibility of 
a deposition offered in support of a motor 
carrier's application for a certificate to 
operate as a common carrier of houses 
ind heavy materials. 
The commission observed that the 
form of the sworn statement was proper 
and would have been admissible in a 


court and that consequently it was its 
duty to admit it into evidence. 

An objection to its admissibility based 
on an alleged inadequacy of notice that 
it was to be taken was rejected when no 
showing was made as to why protestant’s 
counsel wasn’t present or that effort had 
been made to postpone the taking of the 
deposition. Re Gilbert (Order No. 2313, 
Docket No. 2407-MC). 


7 
Combination Utility May Not Offset Losses 


ie rates were authorized for low- 
volume gas customers of a gas and 
dectric company by the Massachusetts 
Department of Public Utilities when it 
appeared that 57 per cent of the com- 
pany’s customers were in this category 
and that under the existing rate schedule 
this class of customers were contributing 
0 little toward meeting the company’s 


over-all cost of service that they were be- 
ing carried at the expense of others. 
The department scored the practice of 
permitting one side of a combination 
utility’s operation, such as gas, to operate 
at a deficit where the other side, 
the electric department, was profitable 


enough to insure an over-all profit. Re 
Lynn Gas & E. Co. (DPU 8341). 


€ 


Choice of Carrier within Commission Discretion 


To Pennsylvania Superior Court 
dismissed a motor carrier’s appeal 
from a commission order awarding a 
certificate to a competitor when no proof 
was offered indicating that the commis- 
sion’s action was arbitrary, capricious, or 
unreasonable. 

Evidence indicating that the carrier 


making the appeal was more experienced, 
better financed, and possessed of better 
equipment was not considered determina- 
tive. Whether or not these facts required 
that a certificate be awarded the carrier 
was described as “discretionary with the 
commission.” Grimm v. Public Service 
Commission. 


e 


Rules for Street-lighting Extensions Liberalized 


N electric company was authorized by 
the Michigan commission to revise 
its rules covering extension of overhead 


street-lighting service to additional lights. 


This was a liberalization of its policy 
within established boundaries where the 
company applies its standard urban rates 
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to residential electric service. The com- 
mission explained: 

Within such established boundaries 
only, applicant proposes to extend its 
distribution facilities and install the 
necessary equipment for additional 
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street lights, without charge for such 
facilities. 

Outside of such boundaries, street- 
lighting facilities will be extended 
in conformity with the general prin- 
ciple that applicant will construct, 
free of charge, an extension inclusive 
of local equipment costing up to four 
times the estimated annual revenue to 
be received. 


ge & Massachusetts department, in in- 
vestigating a water company’s pro- 
posed rate increase, stated that a return 
of about 6.3 per cent on the company’s 
rate base was more than necessary to as- 
sure confidence in the company’s financial 
integrity so as to maintain its credit and 
attract new capital, particularly in view 
of the company’s expansion possibilities 
and its very good financial condition. Re 
Auburn Water Co. (DPU 8647). 


The company said that increases in th 
cost of construction had been such the 
it found it almost impossible to add any 
additional street lights to existing installa. 
tion at costs less than four times the 
estimated annual revenue. It had been 
reluctant to enforce the revenue provision 
of its filed rule. Re Menominee & 
Marinette Light & Traction Co, (D.- 
3050-49.3). 


e 
Other Important Rulings 


The Indiana commission approved 2 
revision of a rule requiring the testing 
of small alternating current meters, so as 
to make the period between tests ninety- 
six months instead of seventy-two 
months, holding that this would not ad- 
versely affect consumers and that the cost 
to the utilities for meter testing could be 
reduced. Re Rules and Standards oj 
Service for Electrical Utilities (No. 
17689). 
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OHIO COURT OF COMMON PLEAS, FRANKLIN COUNTY 


State of Ohio 


Western Union Telegraph Company 


No. 174412 
— Ohio Op —, 86 NE2d 479 
May 4, 1949 


CTION by attorney general on behalf of state Commission 
A against telegraph company to enjoin proposed changes in 
service until Commission approval has been obtained ; dismissed. 


Service, § 215 — Abandonment and modification — Approval. 

1. Sections 504-2 and 504-3 of the General Code of Ohio require that a 
communication utility proposing the abandonment of a telegraph line or por- 
tion thereof refrain from doing so without first having obtained authority 
for such actions from the state Commission, but do not require that altera- 
tions, changes, or substitutions of the means to be used for rendering the 
service be approved by the Commission, p. 100. 

Service, § 214 — What constitutes abandonment — Chunye in means of serving. 
2. A telegraph company which proposes to close its offices in several com- 
munities and to move its machines and operators to near-by offices of the 
local telephone companies, but to render the same service as it rendered be- 
fore, is not proposing to abandon its service but rather is proposing a change 
in the means by which the service is rendered, p. 101. 

Service, § 215 — Abandonment — Necessary approval. 

3. A telegraph company rendering both interstate and intrastate service, 
which services are inextricably intertwined one with the other, must secure 
the approval of the Federal Communications Commission before abandon- 
ment of any part of its service, but need not seek authorization from a state 
Commission, p. 103. 
Interstate commerce, § 72 — Telegraph company — Federal and state Commis- 
sion jurisdiction. 
4. The power and authority of the Federal Communications Commission 
over a telegraph company rendering both interstate and intrastate service 
by means of the same facilities supersedes that of the state Commission, 
since the state’s power to regulate and promote the intrastate service may 
not be exercised in such a way as to prejudice interstate commerce, p. 103. 


cia 
APPEARANCES: Hugh S. Jenkins gerald, Jr., Special Counsel, Columbus, 
and Herbert S. Duffy, Attorneys Gen- for plaintiff; Vorys, Sater, Seymour & 
eral, Kenneth B. Johnston, Assistant Pease, Columbus, John H. Waters, 
Attorney General, Harry G. Fitz- General Attorney, New York city, 
[7] 79 PUR NS 





OHIO COURT OF 


Wm. G. H. Atcheson, Assistant Gen- 
eral Attorney, New York city, for de- 
fendant; Frederick G. Hamley and 
Austin L. Roberts, Jr., Washington, 
D. C., for National Association of 
Railroad and Utilities Commissioners, 
amicus curiae. 


GESSAMAN, J.: This case is before 
the court upon the demurrer of the 
plaintiff to the answer. The ground 
upon which plaintiff bases its de- 
murrer is that the answer is insuf- 
ficient in law to constitute an answer 
to the relief prayed for by the plain- 
tiff. 

The action has been brought by the 
state of Ohio through the attorney 
general on behalf of the Public Util- 
ities Commission of Ohio (hereinafter 
referred to as PUCO). The petition 
alleges in substance that the defend- 
ant is a common carrier of messages in 
intrastate commerce within the state of 
Ohio and as such is subject to the ju- 
risdiction of the state of Ohio and to 
the regulation of the PUCO; that on 
or about April 1, 1947, it came to the 
attention of PUCO that the defend- 
ant had by application to the Federal 
Communications Commission (here- 
inafter referred to as FCC) proposed 
to discontinue, abandon, and substitute 
its Class 1—B telegraph offices at Belle- 
fontaine, Delphos, Lebanon, Marys- 
ville, Mt. Gilead, and Ottawa, Ohio, 
and to substitute service therein by 
local telephone companies under the 
management of the Telephone Service 
Company of Ohio; that the defendant 
had made no application therefor to 
the PUCO and such proposed action 
“affects local business of transmitting 
telegraphic messages between points 
in Ohio”; that such proposed action 
might be and could be unjust, unrea- 
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sonable, and discriminatory and the 
rights and interests of citizens of Ohio 
appeared to be affected thereby and 
that it is the duty and obligation of 
PUCO to determine whether such pro- 
posed change is “an abandonment in 
service requiring application to, hear- 
ing by, and order of said Utility Com- 
mission” ; that on April 22, 1947, upon 
its own motion PUCO ordered the de- 
fendant to show cause why an applica- 
tion for said proposed action should 
not be filed with PUCO “as required 
by § 504-3, General Code”; that a 
hearing was had upon said order at 
which time the defendant appeared 
by counsel for the purpose of denying 
the jurisdiction of the state of Ohio 
and PUCO over the proposed change; 
that “after proper hearing and consid- 
eration of all issues involved therein,” 
PUCO found that the proposed change 
“is abandonment, substitution, or 
change in service as contemplated by 
§§ 504-2 and 504-3 of the General 
Code, requiring application to and ap- 
proval of the PUCO in so far as trans- 
mitting of intrastate messages are con- 
cerned”; that PUCO further directed 
the defendant to file an application with 
and receive approval of the PUCO 
“prior to making the contemplated or 
proposed abandonment or change in 
service to be rendered to the public in 
the State of Ohio” ; that the defendant 
did not appeal from any of said orders 
and that therefere they have become 
final and effective; that the defendant 
has entered into two contracts with the 
Telephone Service Company of Ohio 
by which it proposes to carry into ef- 
fect the anticipated changes. 

It is further alleged that the de- 
fendant filed its application No. T-D- 
770 on December 27, 1946, with 
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FCC under § 214 of the Communica- 
tions Act of 1934, 47 USCA § 214, 
wherein a request was made for au- 
thority of FCC to make the proposed 
change ; that as a result of said applica- 
tion and the hearing thereon, FCC 
issued a proposed report on February 
13, 1948, recommending the proposed 
change and that an appropriate order 
and authorization for the same will 
be issued. 

It is further alleged that defendant 
has and will continue to refuse to com- 
ply with the above orders of PUCO 
and that unless restrained by this 
court, it will consummate its above- 
mentioned agreements with Telephone 
Service Company of Ohio and will 
immediately proceed to make the pro- 
posed change already referred to. 

Plaintiff prays that the defendant be 
enjoined from proceeding under said 


contracts with the Telephone Service 
Company of Ohio and from making 
the proposed change “without first 
complying with the lawful order of 
June 17, 1947, of the PUCO and the 
laws of the state of Ohio.” 


In its answer the defendant admits 
that the action is brought upon behalf 
of the PUCO;; that the order of April 
22, 1947, was issued by PUCOQO; that 
a hearing was held thereon on May 
14 and 15, 1947, at which time defend- 
ant appeared by counsel for the pur- 
pose of denying jurisdiction of the 
state of Ohio and PUCO; that PUCO 
found that the proposed change “is 
abandonment, substitution, or change 
in service”; that PUCO directed the 
defendant to file an application with 
and receive approval of the PUCO for 
the proposed change; that defendant 
has entered into two contracts with 
the Telephone Service Company of 


Ohio to which we have already referred 
and that the defendant has filed its 
application No. T—D-770 with FCC 
for authority to make such change and 
that the proposed report of FCC was 
issued as alleged in the petition. 

The defendant generally denies all 
allegations of the petition which it has 
not expressly admitted to be true. The 
defendant alleges in its answer that it 
is and for many years has been en- 
gaged as a common carrier in the 
transmission of messages for hire in 
and between all of the states of the 
United States and is engaged in inter- 
state, intrastate, and foreign com- 
merce; that on December 27, 1946, it 
filed its application, to which we have 
already referred, with FCC; that the 
services “for the discontinuance of 
which defendant made application are 
services rendered in the transmission 
of messages and service incidental 
thereto in interstate and intrastate 
commerce” and “the intrastate services 
and the interstate services are in all 
respects alike except in point of origin 
or destination and said services are 
furnished by means of offices, equip- 
ment, and personnel, identical use of 
which is made in the transmission of 
messages incidental thereto, whether 
such messages and incidental service 
are in intrastate commerce or inter- 
state commerce”; that in its applica- 
tion with FCC the defendant proposed 
to “continue to render its services in 
the transmission of messages and serv- 
ices incidental thereto in interstate and 
intrastate commerce, such services to 
be provided through teleprinter agency 
offices operated by local telephone com- 
panies, each under the management of 
the Telephone Service Company of 
Ohio”; that subsequent to the filing 
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of said application FCC caused notice 
of the filing of the application and the 
date of the hearing thereon to be served 
upon the governor of Ohio and PUCO 
with leave to both of them to be heard 
in said proceedings and that PUCO 
entered its appearance and did partici- 
pate in the hearing of said application ; 
that on or about June 7, 1948, FCC 
issued its report and found that nei- 
ther the present nor future public con- 
venience and necessity will be adverse- 
ly affected by the granting of the 
application of the defendant and there- 
upon entered its order and authoriza- 
tion granting of the same. Allegations 
are also made relative to 47 USCA 
§ 214(a-c) to which we shall later 
direct our attention. The defendant 


further alleges that PUCO has no pow- 
er or authority to regulate or attempt 
to regulate “the discontinuance, reduc- 


tion, impairment, or abandonment of 
the services furnished by defendant in 
the six communities already referred 
to”; that whatever the power and au- 
thority of PUCO may have been prior 
to March 6, 1943, the Congress of the 
United States by the enactment of the 
Communications Act of March 6, 
1943, has preémpted the field of reg- 
ulation of the telegraph business and 
industry, not only in interstate com- 
merce but likewise in intrastate com- 
merce in so far as the same concerns 
the discontinuance, reduction, or im- 
pairment of telegraph service and the 
sole and exclusive regulatory body 
having jurisdiction over such phase of 
the telegraph business or industry is 
now the Federal Communications 
Commission. 

The defendant further alleges that 
since the adoption of the Communica- 
tions Act of 1934 (Federal) as amend- 
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ed by the Act of March 6, 1943, 47 
USCA § 151 et seq., and with respect 
to the provisions of the General Code 
of Ohio which plaintiff claims govern 
the defendant in the proposed change, 
“if those provisions are construed as 
requiring defendant telegraph company 
to apply to and to obtain from the 
PUCO permission to discontinue, re- 
duce, or impair telegraph service, they 
are in direct conflict with the com- 
merce clause of the Constitution of the 
United States and with the Federal 
Communications Act as amended”; 
that the June 17, 1947, order of 
PUCO is in direct conflict with the 
commerce clause and also with the 
Federal Communications Act, as 
amended. To this answer, as we have 
already pointed out, the plaintiff has 
demurred on the ground that the facts 
alleged in the answer are insufficient to 
constitute a defense. 

The questions raised, both of which 
have been discussed very fully by coun- 
sel for both parties and by counsel for 
the National Association of Railroad 
and Utilities Commissioners, amicus 
curiae, in support of the demurrer, are 
these: 

1. Do §§ 504-2 and 504-3 of the 
General Code of Ohio require the de- 
fendant to secure PUCO approval for 
the particular changes which the de- 
fendant proposes to make? 

2. Has Congress preémpted the 
field of regulation of such cases? 


As to Question No. 1 

[1] The pertinent provisions of 
§§ 504-2 and 504-3 of the General 
Code of Ohio are as follows: 

“Section 504-2. . . . and no pub 
lic utility as defined in § 614-2a of the 
General Code furnishing service of 
facilities within the state of Ohio, shall 
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bandon or be required to abandon 
op withdraw any telegraph 
ine . . . Or any portion thereof 
or the service rendered there- 
y . except as provided in 
504-3. Any public utility 
jolating the provisions of this sec- 
ion shall forfeit and pay into the state 
reasury not less than $100, nor more 
han $1,000, and shall be subject to 
bil other legal and equitable remedies 
for the enforcement of the provisions 
{this act.” 
“Section 504-3. 
ublic utility 


any such 
desiring to aban- 


on or close, or have abandoned, with- 
frawn, or closed for traffic or service 
bl or any part of such line or lines, 
shall first make application to 
the Public Utilities Commission. . . 
jpon the hearing of said application 
aid Commission shall ascertain the 


acts, and make its finding thereon, and 
i such facts satisfy the Commission 
hat the proposed abandonment, with- 
drawal, or closing for traffic or service 
is reasonable, having due regard for 
he welfare of the public and the cost 
f operating the service or facility, they 
may allow the same; otherwise it shall 
e denied, or if the facts warrant, the 
kpplication may be granted in a modi- 
ed form. = 

If PUCO has any jurisdiction over 
he proposed change, that jurisdiction 
tust be found in §§ 504-2 and 504-3 
of the General Code, commonly re- 
ferred to as the Miller Act. That fact 
is admitted by all counsel concerned 
with this case. 

It appears to the court to be quite 
clear that the inhibition imposed by the 
General Assembly in § 504—2, General 
Code, is against the abandonment by 
apublic utility of (as fas as we are here 
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concerned) a telegraph line or a por- 
tion thereof or of the service rendered 
thereby, for the word “abandon” is 
specifically used in that section. There 
is no reference to an alteration or to 
a change or to a substitution of the 
means to be used for rendering the 
service. The word “abandon” is again 
used in § 504~—3, General Code and as 
far as we are concerned in this case, the 
only positive requirement demanded 
of a public utility in that section is 
that before it abandons or closes any 
part or all of its line or lines, applica- 
tion therefor (that is, for an abandon- 
ment or a closing of the line or lines) 
must be made to PUCO and its consent 
therefor obtained. Therefore, it ap- 
pears to the court that the question 
here presented is whether or not the 
proposed change by the defendant con- 
stitutes an abandonment. 

[2] As we have already pointed out, 
and there is no dispute about the facts, 
the proposed changes at the towns to 
which we have already referred, will 
amount to the following: The defend- 
ant will close its own offices, known 
as Class 1-B offices, and the teleprinter 
machines and their operators will move 
from the present offices of the defend- 
ant to space set aside for them in the 
near-by telephone company offices, and 
the same direct telegraph services now 
tied into these machines in the Class 
1-B offices will be tied into them in 
their new locations. All messages, both 
in-coming and out-going, will be trans- 
mitted over the same wires and ma- 
chines as before and will be sent and 
received by the same operators. The 
only difference will be that the offices 
of the defendant in these respective 
towns will be closed; that certain su- 
pervisory and other help now em- 
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ployed therein will be eliminated or 
transferred and that the operators of 
the teleprinter machines and the mes- 
sengers, etc. will be paid directly by the 
telephone company instead of by the 
defendant. In all other respects the 
service now rendered by the defendant 
to these communities will be continued. 
The means by which telegraph service 
has been rendered to these com- 
munities will be slightly altered. We 
consider it important to bear in mind 
that the proposed change by the defend- 
ant constitutes merely a change in the 
means by which the service is rendered 
but does not constitute a change in 
the service. 

Numerous cases have been cited to 
the court by counsel for the plaintiff, 
in all of which, jurisdiction by PUCO 
was sustained by the supreme court of 
Ohio. We shall not add to the length 
of this opinion by indulging in a de- 
tailed review of these cases. Suffice it 
to say that all of them involve a change 
in or abandonment of the service itself 
or a part of it. We are of the con- 
sidered opinion that the situation here 
involved is very similar to that which 
was presented to the supreme court in 
the case of the Pittsburgh & W. V. R. 
Co. v. Public Utilities Commission 
(1929) 120 Ohio St 434, 166 NE 372. 
In that case the Wheeling and Lake 
Erie Railway Company applied to the 
PUCO for authority to abandon its 
then existing Ontario street passenger 
station in the city of Cleveland and a 
portion of its railroad tracks extending 
northerly from Eagle avenue, a dis- 
tance of 1,035 feet to the northerly 
terminus of its road in said city. The 
reason for the proposed change was 
that The Wheeling and Lake Erie 
Railway Company had entered into an 
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agreement with the Cleveland Unio 
Terminals Company for passenge 
station facilities and service in the ney 
Cleveland union depot. This ne 
union depot which was then in thg 
process of construction was adjacen 
to the Ontario street station of Wheel 
ing and Lake Erie and immediatel 
north thereof. The portion of thi 
Wheeling and Lake Erie tracks pro 
posed to be abandoned had thereto 
fore seen used for the sole purpose 
of reaching the Ontario street station 
The application was dismissed by 
PUCO on the ground of want of juris 
diction. Appeal was taken from this 
order to the supreme court by the 
Pittsburgh and West Virginia Rail 
road Company, a connecting carrier 
and also a stockholder of Wheeling and 
Lake Erie. In considering the ques- 
tion involved, the supreme court had 


this to say, 120 Ohio St. at pp. 436, 
437, 166 NE at p. 374 of its opinion: 

“We are of the opinion that the 
Public Utilities Commission was cor- 
rect in its conclusion that, in view of 
the fact that the applicant does not 
propose to discontinue operation into 


a downtown passenger station i 
Cleveland, or withdraw or impait 
its service to the public in that respect, 
but, on the contrary, proposes to se- 
cure and furnish to the public pas- 
senger station facilities and service, 
§§ 504-2 and 504-3, General Code, 
have no application to the situation 
thus presented. The very evident pur- 
pose of these statutory provisions was 
to secure and safeguard the interests 
of the public, and prevent the abandon- 
ment or withdrawal of a service, there- 
by depriving the public of facilities and 
service theretofore enjoyed, and to 
which it was entitled.” (Italics ours.) 
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And further in the same opinion at 
9437 of 120 Ohio St, at p. 373 of 166 
\E the court says: 

“Certainly no one would argue that 
m application need be made to the 
Public Utilities Commission for per- 

ion to erect a new passenger sta- 
ion, or that it was contemplated to 
wnfer on the Public Utilities Commis- 
jon any such jurisdiction by statute. 
The plan proposed is no more an aban- 
jonment of passenger station facilities 
than would be the substitution of a 
new passenger station by the Wheel- 
ing & Lake Erie upon the very location 
nw occupied by its passenger sta- 
tion. 

The case at bar presents, as we have 
aid, a similar situation. The pro- 
posed change does not contemplate or 
involve the termination of telegraphic 
service either to or from the communi- 
ties involved. It proposes only to 
change the station in each of these 
communities at which messages are 
both sent and received. In that respect 
itis similar to the substitution of one 
passenger station for another as was 
involved in the Wheeling and Lake 
Erie Case. The same messages can 
be sent and the same messages can be 
received as under the present arrange- 
ment. The station at which they are 
sent and received will be the offices of 
the local telephone company instead of 
the present Class 1-B offices of the de- 
fendant. Therefore, while the present 
ofice or station is being abandoned, 
that abandonment affects only the 
means by which telegraphic messages 
are sent and received but does not af- 
fect the telegraphic service itself, either 
incoming or outgoing. 


The situation and question here 
presented are so similar to those in- 
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volved in the Wheeling and Lake Erie 
Case, supra, that we cannot escape the 
conclusion that the proposal by West- 
ern Union involves only a relatively 
minor change in the means by which 
telegraphic messages are sent and re- 
ceived and does not affect the tele- 
graphic service to and from these com- 
munities and therefore does not 
constitute an abandonment or with- 
drawal of a service which the Miller 
Act was enacted to prevent. It, there- 
fore, follows that there is no duty upon 
Western Union to make any applica- 
tion to PUCO for the proposed change 
and since the duty does not exist, it 
therefore follows that PUCO was 
without any authority to issue its or- 
der of April 22, 1947, in which it at- 
tempted to require Western Union to 
show cause why an application for said 
proposed action should not be filed 
with PUCO. With respect to that 
order, we feel that we should point 
out that counsel for the plaintiff has 
not referred the court to any authority 
lodged with PUCO for the adopting 
of the order of April 22, 1947, even 
granting that PUCO had jurisdiction 
in the matter. 

Therefore, our answer to the first 
question propounded above is that 
§§ 504-2 and 504-3, General Code do 
not require the defendant to secure 
PUCO approval for the changes which 
the defendant proposes to make and 
for the reasons which we have given, 
the demurrer is overruled. 


As to Question No. 2 
[3, 4] It is urged by counsel for the 
defendant that the intrastate and inter- 
state services of Western Union being 
inextricably intertwined, the intrastate 
service must be controlled in order to 
79 PUR NS 





OHIO COURT OF COMMON PLEAS 


prevent an unreasonable burden on in- 
terstate service. In the answer the 
defendant has alleged that Congress, 
by the Act of March 6, 1943, “has pre- 
émpted the field of regulation of the 
telegraph business and industry, not 
only in interstate commerce but like- 
wise in intrastate commerce insofar as 
the same concerns the discontinuance, 
reduction or impairment of telegraph 
service and the sole and exclusive reg- 
ulatory body having jurisdiction over 
such phase of the telegraph businecs 
or industry is now the Federal Com- 
munications Commission.” 

Therefore, counsel for the National 
Association of Railroad and Utilities 
Commissioners, amicus curiae, state 
the question in this manner at page 2 
of their brief: 

“The primary issue which is before 
this court is whether the authority and 
jurisdiction of the Public Utilities 
Commission of the state of Ohio to 
regulate the discontinuance, reduction, 
impairment, or abandonment of intra- 
state telegraphic service or facilities, 
has been superseded by Federal regula- 
tion.” 

The consideration of this question 
requires the consideration of several 
sections of the Federal Communica- 
tions Act as amended on March 6, 
1943, 47 USCA § 151 et seq. 

The purposes of the act have been 
stated by Congress in § 151 which 
reads in part as follows: 

“For the purpose of regulating in- 
terstate and foreign commerce in com- 
munication by wire so as to 
make available, so far as possible, to all 
the people of the United States a rapid, 
efficient, nation-wide, and world-wide 
wire communication service 
with adequate facilities at reasonable 
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charges, for the purpose of the nations 
defense, for the purpose of promoting 
safety of life and property throug 
the use of wire communica 
tion, and for the purpose of securing ; 
more effective execution of this policy 
by centralizing authority heretoforg 
granted by law to several agencies an 
by granting additional authority wit 
respect to interstate and foreign com 
merce in wire communication 
there is hereby created a Commissio 
to be known as the ‘Federal Communi 
cations Commission,’ which shall 
constituted as hereinafter provided 
and which shall execute and enforce the 
provisions of this chapter.” 

Congress then provided as follow 
in § 152: 

“(a) The provisions of this chapte 
shall apply to all interstate and foreig 
communication by wire. ‘ 

Section 214 provides in part as fo 
lows: 

“(a) No carrier shall dis 
continue, reduce, or impair service t 
a community, or part of a community, 
unless and until there shall first have 
been obtained from the Commission a 
certificate that neither the present nor 
future public convenience and_neces- 
sity will be adversely affected thereby. 


“(b) Upon receipt of an application 
for any such certificate, the Commis 
sion shall catise notice thereof to be 
given to, and shall cause a copy of 
such application to be filed with, the 
Secretary of the Army, the Secretary 
of the Navy, and the governor of eaci 


state in which such discon- 
tinuance, reduction, or impairment of 
service is proposed, with the right to 
those notified to be heard; and the 
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(ommission may require such pub- 
jshed notice as it shall determine. 

“(c) The Commission shall have 
wwer to issue such certificate as ap- 
jied for, or to refuse to issue it, or 
issue it for a portion or portions of 

discontinuance, reduction, or 
mpairment of service, described in the 
plication, or for the partial exercise 
oly of such right or privilege, and 
nay attach to the issuance of the cer- 
tificate such terms and conditions as in 
is judgment the public convenience 
and necessity may require. After is- 
sance of such certificate, and not be- 
fore, the carrier may, without securing 
approval other than such certificate, 
comply with the terms and conditions 
contained in or attached to the issuance 
of such certificate and proceed with the 

discontinuance, reduction, or 
impairment of service covered there- 
by.” 


From a consideration of these sec- 
tions it is quite obvious that the ab- 
solute control of communication by 
wire in interstate and foreign com- 
merce has been lodged by Congress 
in the Federal Communications Com- 


mission. Granting that this is cor- 
rect, it is urged by counsel for the state 
that since Western Union in the opera- 
tions here involved is engaged not only 
in interstate commerce but also in 
intrastate commerce, it must not only 
secure the approval of FCC but also 
that of the PUCO. It is the opinion 
of the court that the answer to that 
contention is obvious on its face, for 
if counsel for the state is correct, then 


one of two situations could result; (1) | 


Western Union could be prevented 
from complying with the certificate is- 
sued by FCC by an adverse decision 
by PUCO, or (2) although complying 
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with the certificate issued by FCC, 
Western Union could be compelled by 
PUCO to also continue the operation 
of its Class 1-B offices thereby nulli- 
fying the effect and purpose of the 
FCC certificate. The power of PUCO 
to require the defendant to apply for 
approval would carry with it the pow- 
er to deny the right to make the 
change. In either event the very pur- 
pose of the Federal Communications 
Act could be nullified by or at least 
controlled by any one of the state agen- 
cies of the forty-eight states. 

A large number of authorities have 
been submitted to the court by counsel 
in this case, many of which we feel 
are not decisive of the question in- 
volved. In the opinion of the court 
the case in point is that of Colorado v. 
United States (1926) 271 US 153, 
70 L ed 878, 46 S Ct 452. That suit 
was instituted by the state of Colorado, 
to enjoin and set aside, in part, an or- 
der of the Interstate Commerce Com- 
mission issued February 11, 1924. 
The order was a certificate by that 
Commission permitting the abandon- 
ment by the Colorado and Southern 
Railway Company of a branch line 
located wholly within the state of Colo- 
rado. The railway company was a 
Colorado corporation. It owned and 
operated in intrastate and interstate 
commerce a railroad system located 
partly in Colorado and partly in other 
states. The branch line in question 
was constructed under the authority 
of Colorado and was acquired by the 
company. It was a narrow gauge line 
and was physically detached from other 
lines of the company but it was oper- 
ated in both intrastate and interstate 
commerce as a part of the system of 
the company by means of connections 
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with other railroads. The certificate 
to abandon the line was granted by 
the Interstate Commerce Commission 
on the ground that the local condi- 
tions were such that public conven- 
ience and necessity did not require con- 
tinued operation; that for years op- 
eration of the branch had result- 
ed in large deficits and for other 
reasons, one of which was that “con- 
tinued operation would constitute an 
undue burden upon interstate com- 
merce.” 271 US at p. 160, 46 S Ct 
at p. 453. The attorney general of 
Colorado contended, among other 
things, that neither the Interstate Com- 
merce Act nor Transportation Act of 
1920, 49 USCA § 1 et seq., took 
away from the state the right to reg- 
ulate and control its intrastate com- 
merce and to the extent that they, or 
either of them attempted to do so, they 
were unconstitutional, 271 US at 
pp. 154, 155. The opinion in this case 
was written by Mr. Justice Brandeis 
and was unanimous. In discussing the 
claim of the attorney general} we find 
the following at pp.162, 163 and 164 
of the opinion in 271 US at p 453 of 
46S Ct: 

“In the case at bar no question of 
the reasonableness of the state’s 
action can arise, because the state has 
not issued any order; it has merely 
protested against the Commission’s re- 
leasing this Colorado corporation from 
the primary duty voluntarily assumed 
of maintaining some service on the 
branch. This, the Commission cannot 
do as respects intrastate commerce. 
Transportation Act 1920 did not pur- 
port to take from the state its powers 
to control intrastate commerce. Nor 
did it confer upon the Commission 
power to release a corporation char- 


tered by the state from its primary 
obligation to furnish service. If para. 
graph 18 of § 1 should be construed 
as authorizing the Commission to do 
so without the consent of the state, the 
provision would be unconstitutional, 
Compare Texas v. Eastern Texas 
R. Co. 258 US 204, 217, 66 L ed 566, 
PUR1922D 277, 42 S Ct 281. Such 
is the argument. 

“The argument rests upon a miscon- 
ception of the nature of the power ex- 
ercised by the Commission in author- 
izing abandonment under paragraphs 
18-20. The certificate issues not pri- 
marily to protect the railroad, but to 
protect interstate commerce from un- 
due burdens or discriminations. The 
Commission by its order removes an 
obstruction which would otherwise 
prevent the railroad from performing 
its Federal duty. Prejudice to inter- 
state commerce may be effected in 
many ways. One way is by excessive 
expenditures from the common fund in 
the local interest, thereby lessening 
the ability of the carrier properly to 
serve interstate commerce. Expendi- 
tures in the local interest may be so 
large as to compel the carrier to raise 
reasonable interstate rates, or to ab- 
stain from making an appropriate re- 
duction of such rates, or to curtail 
interstate service, or to forego facil- 
ities needed in interstate commerce. 
Likewise, excessive local expenditures 
may so weaken the financial condition 
of the carrier as to raise the cost of 
securing capital required for provid- 
ing transportation facilities used in the 
service, and thus compel an increase 
of rates. Such depletion of the com- 
mon resources in the local interest 
may conceivably be effected by contin- 
ued operation of an intrastate branch 
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in intrastate commerce at a large loss. 

“The sole objective of paragraphs 
{20 is the regulation of interstate 
ommerce. Control is exerted over 
intrastate commerce only because such 
sntrol is a necessary incident of free- 
ing interstate commerce from the un- 
rasonable burdens, obstruction, or 
unjust discrimination which are found 
result from operating a branch at 
alarge loss. Congress has power to 
authorize abandonment, because the 
sate’s power to regulate and promote 
intrastate commerce may not be exer- 
sed in such a way as to prejudice 
interstate commerce. The exertion of 
the Federal power to prevent prejudice 
to interstate commerce so arising from 
the operation of a branch in intrastate 
commerce is similar to that exerted 
when a state establishes intrastate rates 
s0 low that intrastate traffic does not 
bear its fair share of the cost of the 
srvice. (Wisconsin R. Commission 
vy. Chicago, B. & Q. R. Co. 257 US 
563, 66 L ed 371, PUR1922C 200, 
42S Ct 232, 22 ALR 1086; Nashville, 
C.& St. L. R. Co. v. Tennessee (1923) 
262 US 318, 67 L ed 999, 43 S Ct 
583), or when the state authorities 
seek to compel the erection of a union 
station so expensive as unduly to de- 
plete the financial resources of the 
carriers (California R. Commission v. 
Southern P. Co. 264 US 331, 68 L ed 
713, PUR1924D 246, 44 S Ct 376), 
or when one railroad seeks to con- 
struct an intrastate branch line, which 
will deplete its own financial resources 
or those of another intrastate carrier 
(Texas & P. R. Co. v. Gulf, C. & S. 
F. R. Co. (1926) 270 US 266, 70 
L ed 578, 46 S Ct 263). The juris- 
diction exercised by the Commission in 
these cases is in essence that which was 
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invoked in The Shreveport Case. 
{[Houston, E. & W. T. R. Co. v. 
United States] (1914) 234 US 342, 
58 L ed 1341, 34 S Ct 833, a power to 
prevent unjust preference to particu- 
lar intrastate shippers or localities at 
the demonstrated expense of inter- 
state commerce. But there is a broad- 
er basis for Federal control. 

“This railroad, like most others, was 
chartered to engage in both intrastate 
and interstate commerce. The same 
instrumentality serves both. The two 
services are inextricably intertwined. 
The extent and manner in which one 
is performed, necessarily affects the 
performance of the other. Efficient 


performance of either is dependent 
upon the efficient performance of the 
transportation system as a whole.” 


And also the following language at 
pp. 165 and 166 of the opinion, in 271 
US, at p. 455 of 46 S Ct: 

“The exercise of Federal power in 
authorizing abandonment is not an in- 
vasion of a field reserved to the state. 
The obligation assumed by the corpo- 
ration under its charter of providing 
intrastate service on every part of its 
line within the state is subordinate to 
the performance by it of its Federal 
duty, also assumed, efficiently to render 
transportation services in interstate 
commerce. There is no contention 
here that the railroad by its charter 
agreed in terms to continue to operate 
this branch regardless of loss. Com- 
pare Texas R. Commission v. Eastern 
Texas R. Co. 264 US 79, 68 L ed 
569, PUR1924C 407, 44 S Ct 247. 
But even explicit charter provisions 
must yield to the paramount power of 
Congress to regulate interstate com- 
merce. New York v. United States, 
257 US 591, 601, 66 L ed 385, PUR 
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1922C 455, 42 S Ct 239. Because the 
same instrumentality serves both, Con- 
gress has power to assume not only 
some control but paramount control 
in so far as interstate commerce is in- 
volved. It may determine to what ex- 
tent and in what manner intrastate 
service must be subordinated in order 
that interstate service may be ade- 
quately rendered. The power to make 
the determination inheres in the Unit- 
ed States as an incident of its power 
over interstate commerce. The mak- 
ing of this determination involves an 
exercise of judgment upon the facts 
of the particular case. The authority 


to find the facts and to exercise there- 
on the judgment whether abandonment 
is consistent with public convenience 
and necessity, Congress conferred upon 
the Commission.” 

At p. 168 of the opinion in 271 US 
at p. 456 of 46 S Ct it is said that: 


“The sole test prescribed is that 
abandonment be consistent with public 
necessity and convenience. In deter- 
mining whether it is, the Commission 
must have regard to the needs of both 
intrastate and interstate commerce.” 

The Colorado Case, supra, of course 
dealt with a! railroad and with the 
Transportation Act but a comparison 
of that act with the Communications 
Act discloses a marked similarity to 
the extent that one might even con- 
clude that many of the provisions 
of the Communications Act were 
copied from the Transportation Act. 
A consideration of the provisions 
of the two acts has led the court 
to the conclusion that the prin- 
ciples enunciated in the Colorado 
Case are applicable to the case at bar, 
that is to say, that since in the com- 
munities involved, both intrastate and 
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interstate messages are now received 
and sent by means of the same wires 
and other facilities of Western Union, 
the two services are inextricably inter- 
twined and the extent and manner in 
which one is performed necessarily af. 
fects the performance of the other. It 
follows, therefore, that the efficient per- 
formance of either is dependent upon 
the efficient performance of the system 
asa whole. Therefore, the power and 
authority of FCC supersede that of 
PUCO for the reason that “the state’s 
power to regulate and promote intra- 
state commerce may not be exercised 
in such a way as to prejudice inter- 
state commerce.” 271 US at p. 163, 46 
S Ct at p. 454. 

It is urged on behalf of the state that 
the language of the Federal Com- 
munications Act does not evidence any 
intent of Congress to supersede state 
authority. The intent of Congress 
was to regulate communications by 
wire in interstate and foreign com- 
merce for the purposes set forth in 
§ 151, supra, and while the express 
intent of Congress to supersede state 
authority is nowhere found in the act, 
it necessarily follows, applying the 
principles of the Colorado Case, that 
where the services, both intrastate and 
interstate, are inextricably intertwined, 
the state’s power is superseded to the 
extent that it is necessary to regulate 
interstate commerce for the purposes 
and in the manner specified in the Fed- 
eral Communications Act. 


It is the opinion of the court, there- 
fore, that in view of the conditions ex- 
isting in the communities here involved 
and particularly the fact that the serv- 
ices of sending and receiving both 
intrastate and interstate messages are 
inextricably intertwined, the authority 
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of the FCC with respect to the pro- 
posed change is final and that Western 
Union is under no duty to apply to 
PUCO for its permission to make the 
change. In this respect, the power 
and authority of FCC supersede that 
of PUCO—if any authority of the lat- 


ter in the premises, did exist. Our 
answer to question number two, there- 
fore, is in the affirmative. 

For the reasons given, it is our 
opinion that the answer states sufficient 
facts to constitute a defense. The de- 
murrer is overruled. 
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a of telephone company for a general intrastate rate 


increase ; approved. 


Return, § 111 — Telephones. 


1. A telephone utility was allowed an average rate of return of 6.08 per 
cent per annum on its intrastate net investment, p. 115. 

Return, § 22 — Factors to be considered — Costs — Finances — Value of service. 
2. The Commission, in arriving at a rate of return for a telephone company, 
should give consideration to its financial history; past earnings compared 
with present earnings; cost of service under existing high prices; ratio of 
debt capital to equity capital; current cost of capital ; general market trends 
in the cost of labor, materials, and capital ; opportunity of investors to invest 
in other business undertakings of comparable stability and soundness ; op- 
portunity for growth and expansion and public demand ; protection against 
destructive competition; value of service; and probability of diminishing 
returns from rates and charges that approach burdensome proportions, 


p. 116. 


Expenses, § 87 — Payments under license contract — Telephone company. 
Statement that the Commission approves of a reduction in the cost of serv- 
ices received by a local telephone company under a license contract with its 
parent system from 14 per cent to one per cent of gross revenues and favors 
a further reduction in view of a continuous increase in gross revenue, mainly 
from new business and from rate increases, p. 114. 

Revenues, § 1 — Sources of additional telephone revenue. 

Statement that a telephone company in need of additional revenue should 
tap new sources of revenue such as interstate toll business and the division 
of toll revenue among participating companies, p. 114. 
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Discrimination, § 181 — Toll charges — Intrastate telephone service. 


Statement that there is no legitimate reason why an intrastate telephone 
message over a given distance should cost more than an interstate message 


over the same mileage, p. 115. 


APPEARANCES: For the Petitioner: 
Jefferson Davis, Attorney, Atlanta, 
Georgia, Willis Smith, Attorney, Ra- 
leigh, and Taylor and Kitchin, Attor- 
neys, Wadesboro, for the petitioner ; 
none for the protestants. 


By the Commission: This is a 
proceeding instituted by the Southern 
Bell Telephone and Telegraph Com- 
pany for a general increase in its North 
Carolina intrastate telephone rates 
and charges. The additional gross 
intrastate revenue demand is $3,425,- 
500 per annum to be apportioned 
among the telephone users and the dif- 
ferent classes of service in such 
amounts as the Commission may find 
to be equitable. 

The case was heard before the Com- 
mission in Raleigh on January 4, 5, 
and 6, 1949; and a further hearing 
was held on March 2, 1949, on a sup- 
plemental petition filed after the close 
of the hearing in January. Said sup- 
plemental petition related only two 
items of expense, the exact amount 
of which was not available at the time 
of the hearing on its original petition, 
one item being a general wage increase 
which amounted to an additional 
North Carolina intrastate wage ex- 
pense of $605,200 per annum; the 
other being a general increase in de- 
preciation rates which amounted to an 
additional North Carolina intrastate 
depreciation expense of approximate- 
ly $100,200. 

Notice of the time and place of said 
hearing, the purpose thereof, and the 
amount of increases involved, was 
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given to the public and to telephone 
subscribers by advertisement in news- 
papers having a general circulation in 
the cities, towns, and communities 
served by the company. Said news- 
papers also on several occasions gave 
publicity throughout the state of the 
time and place of said hearings and 
the increases in telephone rates in- 
volved. 

No protests were filed to either the 
original or supplemental petition, and 
no protestants appeared at either of 
said hearings. 


Contentions 


The petitioner contends, and offered 
exhibits and oral testimony tending 
to show, that it must earn at least 6.66 
per cent per annum on its North Caro- 
lina intrastate net investment if it is 
to maintain its credit and attract ad- 
ditional capital as needed on reason- 
able terms; that its rates and charges 
for North Carolina intrastate service 
are unjust, unreasonable, and insuff- 
cient to maintain its operations be- 
cause of increases in operating expens- 
es and particularly because of increases 
in the cost of equipment, materials, 
supplies, and wages; that its plans for 
new construction and the expansion 
of its service to meet the demands 
made upon it cannot be carried out 
unless the rates and charges authorized 
are sufficient to pay the cost and rea- 
sonable return to investment required. 


The Bell System 


The American Telephone and Tele- 
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graph Company, Western Electric 
Company, Bell Telephone Labora- 
tories, The 195 Broadway Corpora- 
tion, and nineteen operating companies 
constitute the Bell System. The 
American Company owns and oper- 
ates long-distance lines through inter- 
connections with the operating compa- 
nies of the system. It owns all or a 
majority of the capital stock of the 
nineteen operating companies, 99.8 
per cent of the capital stock of the 
Western Electric Company; and the 
American Company and the Western 
Electric Company each own 50 per 
cent of the stock of Bell Telephone 
Laboratories. 

The American Company, in addi- 
tion to its long-distance operations, 
is the financing unit of the System. 
It supplies the operating companies, 
including Southern Bell, with con- 
struction capital and with other current 
cash needs. When these loans build 
up to a substantial sum, they are re- 
paid by the issuance of common stock 
to the American Company. 

The Western Electric Company is 
a supply unit of the system. It manu- 
factures telephones, switchboards, ca- 
bles, wire, and other equipment used in 
the telephone business and sells to both 
Bell and non-Bell companies. It has 
large warehouses throughout the coun- 
try and acts as buyer from a large 
number of manufacturers of a vari- 
ety of finished products for resale to 
the operating companies. Its sales to 
Bell customers amounted to over 
$900,000,000 in 1947; and its esti- 
mated sales for 1948 exceed $1,000.- 
000,000. 


Bell Telephone Laboratories is the 
research or scientific and development 
unit of the system; and The 195 
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Broadway Corporation is the general 
headquarters of the system. 

At the end of 1947, there were ap- 
proximately 34,900,000 telephones 
in the United States, of which 28,- 
500,000 or about 82 per cent are in the 
Bell System. At that time it had on 
payroll over 666,000 employees and 
had about 736,000 stockholders whose 
combined investment amounted to 
$5,760,000,000. The system handles 
about 115,000,000 telephone conversa- 
tions per day. 


Southern Bell 


The Southern Bell Telephone and 
Telegraph Company is wholly owned 
by the American Company. It owns 
and operates local exchanges and pro- 
vides interstate and intrastate long- 
distance service in North Carolina, 
South Carolina, Georgia, Florida, Ala- 
bama, Mississippi, Louisiana, Tennes- 
see, and Kentucky. It owns and op- 
erates 62 local exchanges in North 
Carolina and had 252,000 company- 
owned telephones in service in North 
Carolina as of September 30, 1948, 
which was an increase of about 92,000 
since the beginning of 1946, or about 
58 per cent for the period. 

Its recent expenses in wage in- 
creases to its North Carolina em- 
ployees are as follows: 


Its construction costs in North 
Carolina from 1936 to 1940 were ap- 
proximately $2,265,000 per annum. 
Its construction from 1940 to 1946 
was largely in connection with the 
war effort. In 1946 its construction 
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cost amounted to $5,881,000; in 1947, 
to $13,552,000, and approximately 
$15,250,000 in 1948, or approximate- 
ly $34,600,000 for the 3-year period. 

During this 3-year period, the dol- 
lar volume of construction was about 
equal to the total plant in service in 
1945. This construction cost includes 
all types of construction; that is, cen- 
tral office buildings, outside plant, and 
extensions of service. The construc- 
tion program was made necessary by 
the unprecedented and ever-increasing 
demand for telephone service following 
the war. At the end of 1945, the com- 
pany had 20,500 applications for serv- 
ice in North Carolina. From the end 
of 1945 to September 30, 1948, it 
made 146,800 installations and still 
had on hand 35,000 applications for 
telephone service in North Carolina. 
Ordinary plant margins were wholly 


insufficient to carry the added load, 
necessitating substantial enlargements 
and in some cases complete replace- 
ment of all the company’s facilities. 
The increase in the cost of supplies 
and materials used in these installa- 
tions and in the construction of lines 


has been very substantial. For ex- 
ample, from 1940 to October, 1948, 
the cost of telephone sets has increased 
6 per cent; exchange switchboards, 
66 per cent; cable terminals, 82 per 
cent ; lead covered cable, 84 per cent; 
copper line wire, 85 per cent; iron 
line wire, 89 per cent; steel strand, 
92 per cent; creosoted pine poles, 129 
per cent and ten pin cross arms, 147 
per cent. These are materials most 
frequently used in such installations 
and in new construction. A _ very 
large portion of this rehabilitation and 
expansion program has been carried 
out since the close of the war, or since 
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1945, which explains why the dollar 
volume of construction in North Caro- 
lina since the beginning of 1946 is 
about equal to the total plant in sery- 
ice in 1945. It came in a period of 
great need and great demand for tele. 
phone service but in a period of very 
high labor and material costs. High- 
er rates could have been and were 
foreseen. The average per tele- 
phone investment was $212 as of 
September 30, 1947; and for the 
following year, ending September 
30, 1948, the average investment 
per telephone was $378. It is 
the position of the company that so 
long as per-telephone investment con- 
tinues to increase, that higher rates 
necessary for fair return will continue; 
or, in other words, that higher rates 
will continue so long as new plant 
that is being added costs more than 
the existing plant. 


Rate of Return 


The petitioner offered in evidence 
some 40 exhibits made from its books 
and records which are required to be 
kept in strict accordance with the rules 
and regulations of the Federal Com- 
munications Commission, and offered 
oral testimony at great length and in 
great detail by the officials of the 
company and contends that the Com- 
mission should find from said exhibits 
and oral testimony that its compensa- 
tion for property used.for the conven- 
ience of the public is insufficient, un- 
just, and unreasonable. It was sup- 
ported in its contention by Mr. Glenn 
E. Anderson, an investment banker 
of Raleigh, who testified that he had 
been in business for fourteen years and 
during that time had served as presi- 
dent of the Securities Dealers of North 
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ad South Carolina and on various 
committees of the National Associa- 
tion of Securities Dealers and Invest- 
ment Bankers Association of Amer- 
ica. He said he was familiar with 
public utility financing and that during 
the course of his business in buying 
and selling securities he had occasion 
within the last two years upon inquiries 
from investors to make a study and 
write a report “on the earnings of 
the Bell System because of the in- 
creased cost of labor and materials and 
the increased demand for telephone 
service and equipment.” He further 
stated that his study and report 
“showed that from the end of 1936 
until the end of 1946 the plant of 
the system at the end of 1936 was 
qual to approximately $44 billion; 
and in the period at the end of 
December, 1946, the company add- 
ed through depreciation and excess 
earnings over dividends and otherwise 
approximately $3 billion to that addi- 
tional plant, and yet in the year 1946 
it was able to earn only $24,000,000 
more than it earned in the year 1936, 
or in other words less than one per- 
cent on the $3 billion of added capital 
that had been put into the system dur- 
ing that 1l-year period.” 

Mr. R. R. Stubbs, vice president 
of the company in the finance depart- 
ment, testified that while the system 
funds for working capital and con- 
struction are reflected on the Ameri- 
ican Company books, they are as read- 
ily available to Southern Bell as if 
banked in the Southern Bell’s account 
and represented by stocks, bonds, or 
notes, on the Southern Bell balance 
sheet; that Southern Bell’s financing 
is in the nature of a secondary financ- 
ing operation upon which the primary 
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financing is that of the system as a 
whole; that the ratio of one-third 
debt and two-thirds equity capital is 
sound and proper capital structure for 
the Bell System; that it is recognized 
that both the American Company 
bonds and the Associated Company 
bonds sell on the basis of the System 
credit rating rather than on the basis 
of the individual company credit ; that 
the conversion of the convertible bond 
issues of 1946 and 1947 have practical- 
ly ceased because the holder of this 
bond can make an outlay that will 
give him a 123 per cent to 15 per cent 
return on the additional investment; 
that based on the company’s studies 
covering the period from 1920 to 1947 
which shows the earnings at the rate 
of 7.72 per cent were not more than 
were sufficient to maintain the integ- 
rity of the stockholder’s investment as 
an average over a long period of time 
and based on the knowledge that the 
Bell System requires a great deal of 
capital and that it must raise a great 
deal of that capital in the form of 
equity in order to correct its precari- 
ous debt position and in order to pro- 
vide for carrying on the construction 
program, earnings at the rate of 9 
per cent on the equity capital, if asso- 
ciated with debt ratio of 364 per cent, 
would be required to attract additional 
equity capital in the quantities needed. 


As to the value of the property being 
used for the convenience of the pub- 
lic and the rate of return, the peti- 
tioner selected a period of eight months 
ending September 30, 1948, as being 


representative. It was explained that 
this was the latest and longest avail- 
able period of sufficient length to level 
out incidental and seasonal fluctuations 
that might be present in a shorter peri- 
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od; and also that it was a period in 
which there were no changes in rates, 
no changes in the general level of 
wages, no strikes, or other unusual 
factors tending to distort normal op- 


February—September, 1948 


Average Investment 
Operating Revenues 
Operating Expenses 

Net Operating Income 

Per Cent Return per Annum 


A computation shows that. the per 
cent return on the interstate average 
investment raised to an annual basis 
was 4.43 per cent. 

It appears from exhibits offered that 
the North Carolina intrastate net 


average investment for the same peri- 
od, February—-September, 1948, and 
the operating results were as follows: 


February—September, 1948 


Net Average Investment $36,325,510 
Operating Revenues 10,555,850 
Operating Expenses 9,623,468 
Net Operating Income 932,382 


Per Cent Return Per Annum .... 3.85% 


For the same period, February— 
September, 1948, the exhibits set out 
North Carolina average intrastate in- 
vested capital as 7.4947 per cent of the 
company total, or $35,125,258. Using 
this latter amount as a rate base and 
North Carolina intrastate net operat- 
ing income for the period raised to an 
annual basis produces a rate of return 
of 3.98 per cent. 

The exhibits set out North Carolina 
intrastate net investment at the end 
of September 30, 1948, as $38,914,- 
417. The petitioner has used this as 
a rate base to show that for the said 
petitioner to realize its full earnings 
requirement of 6.66 per cent addition- 
al annual gross revenue of $3,429,500 
is needed. This computation allows 
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erating results. The gross average 
North Carolina intrastate investment 
for this period and the operating re. 
sults were shown by exhibits and oral 
testimony to be as follows: 


Interstate and 
Intrastate 
$56,046,311 
13,386,110 
12,159,959 
1,225,151 


$762,433 for the recent increase in 
wage and depreciation rates, $82,299 
for the reduction in license contract 
costs, and $721,618 for the depressing 
effect of current high-cost construc- 
tion on the rate of earnings. 

Certain testimony discloses that 
the cost for services received by the 
applicant under the license contract 
was reduced in October, 1948, from 
one and one-half per cent to one 
per cent of gross sales, with cer- 
tain provisions attached. This is 
in accord with this Commission’s 
way of thinking. However, in view 
of a continuous increase in gross 
revenue mainly from new business and 
rate increases this Commission strong- 
ly favors a further reduction in the cost 
of these services. 

Two other sources of revenue which 
the Commission is firmly of the opin- 
ion should be tapped in these unnatural 
times are interstate toll business and 
the division of toll revenue among the 
participating “companies. The posi- 
tion of this Commission has been all 
along that the method of separations 
should be amended or changed so that 
the end result would be increased net 
toll revenues for the subsidiaries and 
connecting companies. At the present 
time a codperative committee com- 
posed of representatives of the Fed- 
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al Communications Commission and 
ste Commissions is making a study 
i this matter. 

As for the interstate toll business 
wurce, present interstate toll rates are 
msiderably lower than intrastate toll 
ies. Although this order will pro- 
kde the second increase in North 
rolina intrastate toll rates since the 
wmination of the last war, interstate 
| rates have rernained on the same 
el. A partial comparison of present 
nterstate and intrastate toll rates now 
neffect is given below: 


Station-to-Station 

Day except Sunday 

Intrastate 

Add’l 

Min. 3 Min. 
ao 40 
.20 55 
25 80 
35 1. 
40 1. 
45 1. 


Interstate 


Add’l 


3 Min. Min. 


lt is quite apparent to this Commis- 
n that the value of interstate service, 
{measured in present-day prices, has 
mreased; and this Commission can 
eno legitimate reason why a 300- 
nile intrastate message should cost 
hy more than a 300-mile interstate 


nessage. 

Ina prior order of this Commission 
twas pointed out that this Commis- 
ion some years ago had petitioned the 
Federal Communications Commission 
king that that Commission make an 
mvestigation of the divisions of inter- 
ate toll charges between the Amer- 
cn Telephone and Telegraph Com- 
any and its subsidiaries. This in- 
wtigation was made, resulting in a 
nore favorable division of toll charges 
)the subsidiaries and connecting com- 
anies but not as much as this Com- 
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mission thought the subsidiaries and 
connecting companies should have. 
At this time, in the opinion of this 
Commission, the Federal Communica- 
tions Commission should revise the 
divisions between the American Tele- 
phone and Telegraph Company, its 
subsidiaries and connecting companies 
to the end that, if necessary, the inter- 
state charges should be increased in 
order that the intrastate toll charges 
could be decreased so that both inter- 
state and intrastate toll charges would 
be on the same level. 

The petitioner in this case is here- 
by notified that this Commission will 
not again look with favor upon any 
increase in intrastate toll charges un- 
less the petitioner has exhausted every 
remedy to obtain more toll revenue 
by a proceeding before the Federal 
Communications Commission. 


Conclusion 


[1] From the facts found from the 
foregoing testimony the Commission 
concludes that the petitioner has shown 
an urgent and definite need for addi- 
tional gross revenue. While the Com- 
mission is of the opinion that the 
petitioner is not entitled to the full 
amount requested, the Commission 
has fixed rates and charges, which it 
believes are necessary if the company 
is to render adequate and sufficient 
service. 

From the best estimates and calcu- 
lations the Commission can make, the 
rates and charges which it has fixed 
in this case will yield additional annual 
gross revenue of $2,427,136 and will 
produce an average rate of return of 
6.08 per cent per annum on intrastate 
net investment of $38,914,417. Full 
allowance was made for the wage and 
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depreciation expense increase, the re- 
duction in license contract cost and 
Federal and state taxes. 

The Commission feels that in all 
fairness to both subscribers and the 
company that it should be stated that 
of the $2,427,136 increase allowed, 
approximately 45 per cent of this 
amount will be paid in Federal and 
state taxes. This is in addition to 15 
per cent Federal excise tax, which ap- 
pears on the subscribers’ monthly 
statements. 

[2] In arriving at a rate of return 
of approximately 6 per cent—actually 
6.08 based upon rates and charges 
shown in Appendix A [omitted here- 
in]—the Commission has given con- 
sideration to the financial history of 
the company ; to its earning in the past 
as compared with the present; to the 
cost of rendering service under exist- 
ing high prices; to the ratio of its 
debt capital to its equity capital ; to the 
current cost of capital; to the general 
market trends in the cost of labor, 
materials, and capital; to the oppor- 
tunity of investors to invest in other 
business undertakings of comparable 
stability and soundness ; to the oppor- 
tunity for growth and expansion and 
to the public demand therefor; to the 
protection afforded against destructive 
competition ; to the value of the service 
to telephone users and to the prob- 
ability of diminishing returns from 
rates and charges that approach bur- 
densome proportions. 

In fixing the exchange rental rate 
in this case, the Commission has used 
the group method; that is, the vari- 
ous exchanges have been separated ac- 
cording to size into groups and each 
exchange automatically takes the rates 
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assigned to its group. The applig 
tion of this method has eliminated 
substantial number of inequities whi¢ 
have heretofore existed. 

The gross sum approved has beg 
apportioned among the various tel 
phone exchanges and classes of se 
ice in such manner as, in the judgme 
of the Commission, is equitable } 
tween the classes of service and t 
ratepayers involved. 

With few exceptions residenti 
rates have been increased in amoun 
ranging from 25 cents to 75 cents a 
business rates in amounts rangi 
from 25 cents to various amounts n 
exceeding $1.50 in any case. In so 
cases the rates are unchanged. Thei 
creased rental rates in several of t 
larger exchanges have been to so 
extent offset by an increase in the sid 
of the base rate area, which affecj 
advantageously all subscribers of the 
exchanges who are now paying mil 
age charges. 


Upon consideration of the enti 
record, the Commission is of the opi 
ion that the rates and charges set 0 
in Appendix A [omitted herein] herd 
to attached, are just, reasonable, an 
lawful, and that the same are sufficie 
to enable the company to maintain ant 
extend its telephone services in Nort 
Carolina and to attract such additiona 
capital as may be required on favorabl 
terms. : 

Wherefore, it is ordered, that th 
rates and charges in Appendix : 
[omitted herein] hereto attached, b 
and the same are hereby approved 
and that each and every exchang¢ 
of the Southern Bell Telephone an 
Telegraph Company in North Caro 
lina shall take the rates and charge 
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st out therein and that said rates 
and charges shall become effective 


on all bills on and after May 1, 
1949. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Monongahela Valley Water Company 


Investigation Docket Nos. 12, 13 
May 2, 1949 


NQUIRY and investigation upon Commission motion into water 
I service and facilities; inquiry terminated. 


Public utilities, § 13 — What determines utility status. 


1. What constitutes a particular individual a public utility is a question of 
fact to be determined from the evidence presented in each case as it arises, 


p. 119. 


Public utilities, § 37 — Status of customer reselling water. 
2. An individual who, for the accommodation of home owners residing be- 
yond a water company’s mains, has subscribed to water service at the end 
of the company’s line and has prorated the bill among those drawing water 
from his outlet, but has neither distributed water to the public, nor under- 
taken to distribute or transmit it, nor received any compensation for his 
function, is not a public utility, p. 119. 


Service, § 184 — Extensions to new areas — Obligations of utility — Cost con- 


sideration. 


3. A public utility will not be required to extend its lines into scattered sec- 
tions of a community which have been prematurely developed in advance 
of the community’s normal growth where there is no rational expectation 
of the expenditures ever being justified and where the cost of rendering 
service to these areas would be prohibitive, p. 120. 


By the Commission: On Septem- 
ber 13, 1948, the Commission institut- 
ed an inquiry and investigation at 
I. D. 12 to determine whether Arch 
Lhormer should apply for a certificate 
of public convenience as a public utility 
rendering water service and at I. D. 
13 into the water service and facili- 
ties of Monongahela Valley Water 
Company. 

A hearing was held on November 
23, 1948, at Pittsburgh, at which time 
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the two proceedings were consolidated 
for the purpose of hearing. Two wit- 
nesses appeared and testified—Arch 
Lhormer and S. J. Bargh, president 
of the Monongahela Valley Water 
Company. 

The testimony of Arch Lhormer 
establishes the following facts. He is 
engaged in the lumber supply, real 
estate, and insurance businesses, all 
operated under the name of the Clair- 
ton Commercial Company. In 1941 
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he owned 23 lots in the area known as 
Large Heights overlooking the town 
of Large, Jefferson township, Alle- 
gheny county. A contractor, Charles 
Casperson, bought eleven of these lots 
and built houses thereon. Lhormer 
sold him the building materials and 
sometimes did the mortgage financing. 
After Casperson had completed the 
construction of the first three houses, 
the question of water service arose. 
Other houses in that area used cisterns. 
The Monongahela Valley Water Com- 
pany, which is certificated to operate 
in this territory, was asked to extend 
its service to this development but re- 
fused because it was of the opinion 
that it could not render adequate and 
satisfactory service due to the high 
elevation. Thinking that the water 
pressure was sufficient to serve Large 
Heights, Casperson laid, and person- 


ally paid for, a one-inch line from the 
end of the water company’s existing 
facilities up the hill to the lots in 


question. The water company agreed 
to let him connect his private line to 
its existing 2-inch line at which point 
it installed a one-inch meter and ac- 
cepted Casperson’s application for 
water service dated September 13, 
1941, with the distinct understanding 
that it did not guarantee the water 
supply beyond the point of connection. 

After the private line was installed 
and the connection made to the orig- 
inal three houses, it was discovered 
that there was not adequate pressure 
to serve satisfactorily the area at all 
times. Consequently, as the houses 
were sold (including the eight which 
were subsequently built), the purchas- 
ers were advised of the water situa- 
tion and given the choice of connect- 
ing to the private line or digging a 
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cistern. If they chose the former, 
they were specifically told they: did so 
at their own risk as the water pressure 
was not adequate at all times and that 
Casperson would be billed by the water 
company and prorate the bill among 
the actual consumers. All of them de- 
cided to take a chance on the one-inch 
line. In fact, the other residents of 
Large Heights living in houses not 
built by Casperson wanted to connect 
on to this private line but were re- 
fused. Neither Lhormer nor Casper- 
son, to the best of Lhormer’s knowl- 
edge, ever represented to the purchas- 
ers of these houses that they would be 
supplied with water service, nor was 
water service a factor used to induce 
them to buy these homes. When asked 
whether the people would have bought 
Casperson’s houses had they not had 
the choice of being served by the pri- 
vate line, Lhormer stated “Yes, be- 
cause they would have a cistern. Most 
everybody up there has cisterns. . . . 
There’s been a lot of homes built and 
they all have cisterns.” 

Lhormer testified that he did not 
profit in any way, either directly or 
indirectly, by the laying of this pri- 
vate line and that Casperson would 
have purchased the lots from him and 
built houses thereon regardless of 
water supply because the area is rural 
and everyone uses cisterns. 

At the hearing, reference was made 
to a letter, datéd December 15, 1941, 
that Lhormer had written to the Com- 
mission complaining about Mononga- 
hela Valley Water Company’s refusal 
to extend its existing facilities to the 
Large Heights area. This complaint, 
docketed by the Commission at In- 
formal Complaint No. 14568, was in- 
corporated into this record by refer- 
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ace. When Lhormer was asked to 
«plain that part of the letter wherein 
ie stated, ““We spent $1,000 and laid 
, one-inch line ourselves,” he testified 
hat he used a Clairton Commercial 
Company letterhead and that exact 
anguage as a favor to Casperson, 
hhinking that by so doing the matter 
yould be given more consideration 
than would a complaint registered by 
, small private contractor; that he, 
himself, had nothing whatsoever to do 
with the private one-inch line nor did 
he contribute in any way, toward the 
jst of installation. 

Early in 1942 the water company 
executed a shut-off order against Cas- 
grson for nonpayment of bills and 
the water service was interrupted. 
The water company refused to restore 
ervice unless a financially responsible 
person succeeded Casperson. At this 
time residents of the houses connected 
to the private line asked Lhormer if 
te would act as their agent in this re- 
sect under a similar plan, whereby 
the water company would bill him and 
he would prorate the charge among 
theconsumers. Lhormer agreed to do 
this as a favor to them. He applied 
to the water company for service and 
a turn-on order was then issued by 
The 
me-inch meter was removed and a 
three-quarter inch meter installed in 
its place. Lhormer has never held 
himself out as a public utility. He re- 
cives no benefit whatsoever for per- 
mitting the meter to be recorded in his 
On the contrary his books 
of account, from which he prepared 
respondent’s exhibit No. 2, show that 
as of October 1, 1948, certain of the 
users owed him the sum of $293.67 


the water company in his name. 


name. 
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for water rent he has already paid for 
them. 

[1,2] Article I, § 2 (17b) of the 
Public Utility Law, Act of May 28, 
1937, P. L. 1053, as amended, reads 
as follows: 

“(17) ‘Public Utility’ means per- 
sons or corporations now or hereafter 
owning or operating in this common- 
wealth equipment, or facilities, for: 

“(b) Diverting, developing, pump- 

ing, impounding, distributing, or fur- 
nishing water to or for the public for 
compensation ;” 
What constitutes a particular individ- 
ual a public utility is a question of fact 
to be determined from the evidence 
presented in each case as it arises. 
Gornish v. Public Utility Commission 
(1939) 134 Pa Super Ct 565, 29 PUR 
NS 523, 4 A2d 569. 

An examination of the record dis- 
closes that Lhormer’s testimony with 
respect to his relation to the houses 
connected to the private line stands 
uncontradicted. Not one of the con- 
sumers receiving water from this pri- 
vate line appeared at the hearing. 


The evidence in this proceeding in- 
dicates that Lhormer does not distrib- 
ute or transmit, nor has he ever un- 


dertaken to distribute or transmit 
water to the public. Furthermore, 
he receives no compensation within 
the meaning of the Public Utility Law. 
In view thereof, we are of the opin- 
ion and find that Arch Lhormer is 
not a public utility as defined by the 
Public Utility Law. 

The testimony of S. J. Bargh, presi- 
dent of the Monongahela Valley Wa- 
ter Company, establishes that the rec- 
ords of the company indicate that Arch 
Lhormer applied for service early in 
1942 after a shut-off order had been 
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executed against Charles Casperson 
for nonpayment of bills; that service 
is being rendered to Lhormer at the 
point where the meter is located ; that 
bills are sent to Lhormer, who pays 
them at the effective schedule of rates 
of the company ; that the company has 
never recognized or treated any of the 
occupants of the houses on Large 
Heights as its customers; that the 
company has no facilities beyond the 
metering point of delivery of water to 
Arch Lhormer and does not perform 
any maintenance work on facilities be- 
yond that point; and that the com- 
pany does not distribute water for 
compensation in Large Heights. 
Bargh stated that he had personally 
surveyed the Large Heights area, and 
his testimony in this respect developed 
the following facts: There are thirty- 
seven houses located in the Large 


Heights plan of lots, a number of which 
are connected to a private one-inch 


line. It is physically impossible for 
the company to supply water to all of 
the elevations on Large Heights with 
its existing facilities. The maximum 
pressure is 130 pounds at an elevation 
of 1,000 feet which, converted into 
feet of head, is approximately 300 feet 
of head. However, the pressure goes 
as low as 60 pounds at this elevation, 
depending on the consumption of the 
Large distillery. The high point in 
elevation in this area on which a house 
is located is 1,280 feet which means 
that water must be pumped 280 feet 
in elevation if it is to reach that high 
point. 

The estimated cost of facilities re- 
quired adequately to serve all the ex- 
isting houses in the Large Heights 
area is $44,476.47. This figure in- 
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cludes 8,692 feet of 6-inch water main 
and a booster pumping station. This 
estimate was computed by using pres. 
ent prices for materials and installa- 
tion costs based on the average cost 
of the last three jobs which the com. 
pany has completed. The estimated 
annual operating revenue is $496.80 
and the income available for return is 
$164.46 resulting in a rate of return 
equivalent to .37 of one per cent. 

[3] We must decide whether the 
Monongahela Valley Water Company 
should be expected to extend its serv- 
ice to the Large Heights area. A pub- 
lic utility should not be subjected to 
unreasonable expenditures resulting 
from the premature development of 
scattered sections of a community in 
advance of its normal growth where 
there is no rational expectation of the 
event justifying the expenditure. Sher- 
man v. Public Service Commission, 90 
Pa Super Ct 523, PUR1927D 11. 
The uncontradicted evidence makes it 
clear that the cost to the water com- 
pany of furnishing water service to the 
thirty-seven houses in the Large 
Heights area would be _ prohibi- 
tive. Consequently, we find that 
it is not now economically justifiable 
or reasonable to require the Monon- 
gahela Valley Water Company to ex- 
tend its facilities and service to the 
Large Heights area at its sole cost and 
expense; therefore, having duly con- 
sidered all the matters and things in- 
volved herein, 

It is ordered: 

(1) That the inquiry and investiga- 
tion at I. D. No. 12 instituted upon 
Commission motion to determine 
whether Arch Lhormer should apply 
for a certificate of public convenience 


120 





RE MONONGAHELA VALLEY WATER CO. 


3s a public utility rendering water 
service be and is hereby terminated and 
the record marked closed. 

(2) That the inquiry and investi- 
gation at I. D. No. 13 instituted upon 


Commission motion into the water 
service and facilities of Monongahela 
Valley Water Company be and is 
hereby terminated and the record 
marked closed. 








LOUISIANA PUBLIC SERVICE COMMISSION 


Allen A. Phillips 


W. T. Miller 


No. 5117, Order No. 5094 
May 20, 1949 


“pperage by motor carrier against unauthorized motor car- 


rier service; dismissed. 


Motor carriers, § 11 — Commission regulation — Exemption of school bus — Ef- 


fect of compensation. 


1. The fact that a motor carrier makes a charge for his service does not of 
itself remove his service from an exemption from Commission regulation 
granted to motor carriers of school children and teachers, p. 122. 


Motor carriers, § 11 — Commission regulation — Exemption of school busses — 


Definition of school children. 


2. The term “school children” in a state statute exempting motor carriers 
of school children and teachers from Commission regulation is a generic 
label for a class or condition of persons and includes college students regard- 


less of age, p. 122. 


By the Commission: This proceed- 
ing deals with the complaint filed by 
Allen A. Phillips against W. T. Mil- 
ler to the effect that the said W. T. 
Miller is providing a bus service for 
compensation in the transportation of 
students of the Louisiana Polytechnic 
at Ruston over certain routes between 
their homes and that institution. 

The complaint does not allege that 
any passengers are carried other than 
students and teachers of the college; 
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and the complaint is predicated upon 
the contention that the transportation 
of such students and teachers for com- 
pensation falls within the purview of 
Act 301 of 1938 and is not exempted 
by the provision carried in § 3 there- 
of, which stipulates that “Nothing in 
this act shall apply to persons engaged 
in operating or to motor vehicles op- 
erated solely in transporting school 
children and teachers to or from 
schools.” The complainant alleges 
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that this exemption does not apply to 
students of college level. 

The matter was heard by the Com- 
mission on March 29, 1949, since 
which both parties filed briefs and the 
matter came up for final disposition 
at a business meeting of the Commis- 
sion held in Baton Rouge on May 13, 
1949. 

[1] The complainant points out 
that the respondent, Miller, makes a 
charge for the transportation which 
he renders, and contends that this fact 
places Miller outside the scope of the 
exemption. The exemption, he avers, 
covers only those vehicles which trans- 
port school children or teachers gratis, 
the operating expenses of the vehicle 
being borne by the school board or 
other public authority. 

3ut the act in its entirety covers 
only for hire transportation; that is 
to say, transportation in which the car- 
rier receives a consideration for his 
service from the shippers or passen- 
gers, as the case may be. 

Thus, if the teachers and students 
receiving the benefit of the service pay 
nothing, the operation would not come 
under the act irrespective of the exemp- 
tion. Had it been the legislative in- 
tent to exempt only those vehicles 
which made no charge, that objective 
would have automatically been attained 
by the gratuitous nature of the service 
and there would have been no occasion 
to include the school bus exemption 
in § 3 at all. 


However, the Commission must as- 
sume that the legislature had a pur- 
pose in including the exemption clause 
for school busses in § 3, and that this 
provision is not vain or superfluous. 
The conclusion is, then, that the legis- 
lative intent was to exempt such trans- 
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portation even where a fare or con- 
sideration is imposed; and the Com- 
mission so finds. 

[2] We come now to the question 
of whether the term “school children” 
would include students of college 
level. (Oddly, and somewhat incon- 
sistently, we think, the complainant 
does not contend that the term “teach- 
ers” excludes college professors and 
instructors. ) 

The meaning of the term “school” 
as a place of instruction is not seri- 
ously questioned here ; the controversy 
is as to the term “child,” and specif- 
ically, whether the word “child” as 
used in the act is limited to persons of 
certain ages or degrees of maturity. 
English usage in history, law, litera- 
ture, and Sacred Scripture is replete 
with examples in which the term 
“child” or “children” is by no means 
confined to the immature. 

The Merriam-Webster Dictionary, 
dealing with the word “child” as used 
in law, defines it as “legitimate off- 
spring, or any direct descendant, as 
a grandchild, as the intention may ap- 
pear.”” In another sense it defines a 
child as “one who by character or 
practice shows signs of relationship to, 
or of the influence of, another, as the 
disciple of a teacher; one closely con- 
nected with the place, occupation, char- 

cter, etc., as a child of God, children 
of toil, etc.” 


The terms “children,” therefore, 
may be taken as a generic label for 


a class or condition of persons. The 
Commission does not doubt that the 
exemption written into the act was 
meant to relieve the carriers of stu- 
dents to and from schools from the 
burden of regulation, and thus enable 
them to charge lower fares for the 
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benefit of its passengers, who are not, 
generally speaking, economically self- 
sufficient. We see no warrant for de- 
priving college students of the bene- 
fit of the apparent legislative intent. 
The Commission therefore finds that 
respondent’s operation as described 
herein is within the scope of the exemp- 


tion above-mentioned, and consequent- 
ly does not fall within the purview 
of the State Motor Carrier Regulatory 
Act, No. 301 of 1938, as amended; 
and it is accordingly 

Ordered, that the complaint herein 
be and it is hereby rejected and this 
proceeding dismissed. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Consolidated Edison Company of 


New York, Incorporated 


Case 13423 
March 24, 1949 


OTIONS and petitions against interim increase in gas rates; 
i denied. 


Discrimination, § 109 — Rates below cost of production — Gas. 
1. Reversion to gas rates which would result in furnishing gas to certain 
customers at less than the cost of production would mean preferential treat- 
ment of such consumers and would mean that if the company were to earn 
a fair return, the deficiency by which such consumers were favored would 
have to be made up by other customers, p. 124. 


§ 158 — Reasonableness — Effect of past charges — Costs. 

2. The Commission has no authority to fix gas rates insufficient to meet the 
cost of production in the case of certzin customers, whether or not the com- 
pany in charging such rates in prior years chose to supply service at less 
than cost, p. 124. 


Rates, § 144 — Cost of service — Company position as to other departments. 
3. The Commission cannot direct a company operating gas and electric de- 
partments to supply gas service at less than cost, even though it may sympa- 
thize with consumers feeling the sudden impact of higher gas rates after a 
long period of no increase, and even though the company accepts a gas rate 
increase and contests a decrease in electric rates, p. 125. 


¥ 


By the Commission: The Com- now charged by Consolidated Edison 


mission has received numerous pro- 
tests, by verbal and written state- 
ments, by letters, and by petitions, 
against the interim increased gas rates 


Company of New York, Inc. 

The interim gas rate increase which 
went into effect on January 10th is 
estimated to result in an annual gas 
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revenue increase of about $11,- 
000,000, and is the first major revi- 
sion resulting in an increase in charges 
for gas since 1922. Increased 
charges were not uniform for all cus- 
tomers, but varied widely for differ- 
ent degrees of consumption, being 
greatest for larger consumption blocks 
having rates lower than present gas 
production costs. At the same time 
the Commission ordered a reduction 
in electric revenues, estimated at over 
$21,000,000 annually, to be accom- 
plished by a 10 per cent reduction in 
bills other than for fuel surcharges. 
[See (1949) 78 PUR NS 221.] 

The company contested the electric 
reduction. The Commission’s views 
with respect to the company’s position 
have already been expressed, and fur- 
ther amplification is not necessary. 
The electric reduction ordered by the 


Commission is no longer being ap- 
plied to bills rendered by the company 


because of court action. The court, 
however, has required the company to 
post a bond to insure that refunds be 
made to consumers if the lower rates 
ordered by the Commission are sus- 
tained. 

The company did not contest but 
accepted the interim gas increase. 
Further hearing in the gas proceeding 
was requested by the city of New York 
and other parties, but at the first of 
such hearings held on March 22nd the 
city of New York had no evidence to 
introduce. 

At the hearing, a motion was made 
on behalf of the city of New York, 
joined in by other parties present, that 
the Commission set aside the present 
gas rates and immediately order as 
interim rates the rates previously in 
effect. Petitions had heretofore been 


79 PUR NS 


filed by certain civic organizations and 
by the city of New York urging essen- 
tially that the company be required 
to make an undertaking, by one means 
or another, to insure repayment to 
customers of any difference between 
present interim rates and any lesser 
rates that might later be directed. 

There are now available reported 
results for 1948 operations, indicat- 
ing a loss of almost $4,800,000 in the 
gas department of the company, but a 
greater electric income and a greater 
over-all net income than reported by 
the company for the year 1947. The 
reported 1948 results further substan- 
tiate the conclusions reached from the 
earlier evidence, that electric revenues 
should be reduced, but that an increase 
in gas revenues is warranted. Fur- 
ther, the reported cost of producing 
gas (apart from transmission, distri- 
bution, other operating expenses, 
taxes, and return) is greater than the 
prior block rates for large consump- 
tions by space-heating and commer- 
cial users. 

[1,2] Under such circumstances, 
reversion to the prior rates would 
mean the furnishing of gas to certain 
customers at less than the cost of pro- 
duction. It would mean preferential 
treatment of such consumers. It 
would mean that if the company is 
to earn a fair return the deficiency by 
which such con$umers were favored 
would have to be made up by other 
consumers. Whether or not the com- 
pany, in charging such rates in prior 
years, chose to supply gas service at 
less than cost, the Commission has no 
authority to direct the furnishing of 
gas service under such rates either un- 
der the statute cited by the city of 
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ew York or under any law of the 
vate or the nation. 

There is no doubt but that the 
reater cost of living, higher charges 
br practically all commodities and es- 
entials, has been a shock and a hard- 
hip upon many individuals, some of 
hom are deserving of every possible 
nsideration. Many other price in- 
eases were piled one above another, 
s, for example, with other types of 
uel where price changes made from 
ime to time have aggregated more 
poportionately than the recent gas 
ate increase, the first in over twenty- 
ix years in instance of this company. 
ow gas consumers, faced with the 
ist gas rate increase which still is 
ywer proportionately than increases 
xperienced over the years by coal or 
il users, feel the effect more keenly 
because the gas rate change did not 
ome gradually. 


[3] However one may sympathize 
with consumers feeling the sudden 
impact of higher gas rates after a long 
period of no increase, and however 
reprehensible the anomalous position 
taken by the company as to gas and 
electric rates may be, nevertheless this 
Commission cannot direct the com- 
pany to supply gas service at less than 
cost. If the Commission attempted to 
do so, it undoubtedly would be en- 
joined by the courts and no useful pur- 
pose would be served. 

The motions made at the hearing 
and the petitions filed heretofore with 
this Commission are denied. The 
present interim gas rates are not final 
rates, the gas rate hearings will con- 
tinue, and such adjustment will be 
made to the present interim gas rates 
as may prove proper to conform to 
changing conditions and as additional 
testimony and evidence develop. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Madison Avenue Coach Company, 
Incorporated et al. 


Cases 13905-13909 
June 2, 1949 


SS. on Commission motion as to proposed increases 
in transit rates; interim rate increase allowed. 


Return, § 16 — Fair return on investment. 


1. The Commission, although unable to fix rates for the future on the basis 
of past operating costs, has an obligation to insure a utility a fair return on 


its invested capital, p. 127. 


Expenses, § 6 — Powers of Commission — Employees’ wages — Consideration 


in rate hearing. 


2. The Commission has no jurisdiction over wages paid by a utility to its 
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employees, but in considering operating costs for rate making, all wag 
claims actually and currently in existence must be considered, p. 127, 


Rates, § 504 — Transit company — Basis for rate increase. 
3. A number of transit companies operating within the city of New Yor 
were allowed an interim increase from a 7-cent to an 8-cent fare where jf 
appeared that such increases were necessary to assist the companies in put 
ting their operations on a paying basis, in meeting wage increases, and pay 
ing for newly purchased equipment, p. 128. 


Rates, § 130 — Service considerations. 


Statement that the Commission will not be sympathetic in determining fina 
rates if transit companies do not afford the public the service to which it j 


entitled, p. 128. 


APPEARANCES: Sherman C. Ward, 
Acting Counsel (by John T. Ryan, 
Frank C. Bowers, Philip Hodes, and 
Raymond J. McVeigh, Assistant 
Counsel) for the Public Service Com- 
mission; John P. McGrath, Corpora- 
tion Counsel (by Andrew Bellanca, 
William A. Marks, John Suglia, and 


G. Gary Sousa, Assistant Corpora- 
tion Counsels), New York, for the 
city of New York ; Shearman and Ster- 
ling and Wright (by Thomas F. Fen- 
nell, Eric Hager, Paul Russell), New 
York 5, for Madison Avenue Coach 
Company, Inc., New York City Om- 


nibus Corporation, Eighth Avenue 
Coach Corporation, Fifth Avenue 
Coach Company ; Gordon, Brady, Caf- 
frey & Keller (by M. S. Gordon, Ad- 
dison B. Scoville, David C. Keane, 
Jr.), New York city, General Counsel, 
for Surface Transportation Corpora- 
tion of New York and Third Avenue 
Transit Corporation; Samuel Schach- 
ter, New York city, for United Real 
Estate Owners Association and Tax- 
payers Union of city of New York; 
Hyman Bravin, New York city, for 
the Civic League of North Bronx, and 
the Burke Avenue Subway Extension 
Committee. 


79 PUR NS 


By the Commission: Since appli 
cation was originally made to this 
Commission in August of 1948 for thd 
determination of proper bus fares of 
the privately owned bus companies i 
the city of New York, the situation ha 
been under continual review and at the 
present time the staff of the Commis 
sion is engaged in review of the com 
panies’ data for the preparation of evi 
dence to be submitted in the fixing of 
permanent rates. Interim rates, firs 
of 6 cents and later of 7 cents for most 
of the bus companies operating in New 
York city were established. The 
Fifth Avenue Coach Company received 
an interim increase of one cent makin 
its fare 11 cents. 

The present interim fares expire on 
June 30, 1949, and unless further ac 
tion is taken, the fares will revert to 
the original 5 cents. Inasmuch a 
our investigation is not concluded, it 
becomes necessary to consider what if 
any change should be made in the pres- 
ent interim fare structure. 

A review of our previous estimates 
as to the amounts to be derived from 
the higher fares shows that the it 
creases which were granted did not 
produce the increase in revenue which 


co) 
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RE MADISON AVENUE COACH CO. 


was anticipated. The particular cause 
of the lower revenue was a much 
larger loss in riding than had been 
estimated. 

In the first quarter of 1949 for ex- 
ample, the loss of Surface Transporta- 
tion Company in passengers carried 
as compared to the first quarter of 
1948 was about 14,500,000 passengers, 
or a decrease of 15 per cent. In the 
New York City Omnibus System in 
general the loss in riding has exceed- 
ed 10 per cent. The results are simi- 
lar to that experienced on the New 
York subway system. 

In examining the operating results 
for the first quarter of 1949, as shown 
by the companies’ verified reports, we 
fnd the following results: Surface 
Transportation Company $448,454.78 
bss; New York City Omnibus Sys- 
tem (New York City Omnibus Cor- 
poration, Eighth Avenue Coach Cor- 


poration and Madison Avenue Coach 
Company, Inc.) show a total operating 


income of $160,824.22. Fifth Avenue 
Coach Company shows a loss of $21,- 
(71.19. The figures given above rep- 
resent operating income and do not in- 
dude the payment of any interest on 
debt or income taxes. In further re- 
viewing the figures we find, with the 
exception of Surface, each of the com- 
panies showed an improvement in its 
position for the month of March due 
to added riding during the taxi strike 
and in general April has been a poorer 
month than March. 

On the basis of earnings either for 
the quarter or the first four months of 
the year, Surface Transportation and 
Fifth Avenue Coach show losses and 
the combined figures of the New York 
City Omnibus System show far less 
than the return permitted by law. 
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We have fully reviewed in our pre- 
vious opinions the history of the wage 
negotiations which led to the present 
increase in fares. It must be remem- 
bered that as part of that agreement 
certain retroactive pay was due the 
employees. In many cases they have 
not as yet received in full pay which 
was due them. In addition to the 
amount which was clearly due certain 
payments were in dispute. The mat- 
ter under the auspices of the mayor 
of the city of New York was submit- 
ted to Edwin Weinfeld as arbitrator. 
A complete review of his decision 
rendered May 30, 1949, does not ap- 
pear necessary at this time. The re- 
sult, however, is to award additional 
retroactive pay to the employees of 
the companies covered in this proceed- 
ing. 

[1,2] While under the law we can- 
not fix rates for the future on the basis 
of operating costs of the past, we do 
have an obligation to see to it that a 
company earns a fair return on its in- 
vested capital. Unless a company is 
permitted to earn such a return, it 
never would be in a position to have 
the moneys to meet its maturing obli- 
gations, whether those be for labor as 
in the present case or for necessary ma- 
terials and supplies. Unless we pres- 
ently grant relief to the companies in- 
volved, we bring about a situation 
where the arbitrator’s decision is use- 
less so far as the men’s obtaining their 
pay. We have no jurisdiction over 
the rates of pay. However, in consid- 
ering the operating costs of the com- 
panies involved here, we must take in- 
to consideration whatever wage claims 
actually and currently exist. If the 
men are to be paid promptly, we must 
act promptly. 
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[3] In the case of Surface Trans- 
portation Corporation, it is obvious 
that the company cannot continue long 
in operation losing at the rate of sub- 
stantially $2,000,000 per year. We 
appreciate that there are those who 
use its facilities who feel that the 
present fare is more than the trans- 
portation it affords is worth. As 
a result of recent proceedings before 
this Commission, additional busses 
have been ordered. It is obvious 
from the present position of Sur- 
face that losing money as it has, it will 
not be able to pay for the necessary 
equipment to provide the service that 
is required. 

The city of New York is entitled to 
a high standard of bus service and we 
wish to clearly indicate that in the de- 
termination of final rates, the Commis- 
sion will not be sympathetic with com- 
panies which do not afford the people 
of this city the service to which they 
are entitled. 

We have two problems which are 
unique in the city of New York. One 
is that there never has been a system 
of tickets or tokens. This makes in- 
creases in fares in multiples of one 
cent necessary in any interim increase. 
The second is that the companies in- 
volved run on parallel streets, that the 
people of the city of New York have 
been accustomed to pay the same fare 


irrespective of the bus line on which 
they travel with certain exceptions such 
as the Fifth Avenue Coach. To have 
a higher rate of fare on one street and 
a lower rate of fare on another on the 
next block would unquestionably make 
for confusion, disorganize the riding 
habits of the public and divert traffic 
from one company to another. [| 
seems therefore necessary that all o 
the companies should be similarly 
treated. The Commission feels that 
an increase of one cent to each of the 
companies involved herein under pres- 
ent wage rates and with the present 
number of riders will provide the com- 
panies during the interim period pre- 
scribed herein with adequate revenue 
to give proper service and to give-a 
return on the companies’ invested cap- 
ital. 

Accordingly, if the companies in- 
volved in this proceeding shall file with 
the Commission a tariff providing for 
an 8-cent fare instead of 7 cents with 
all of the other terms and conditions 
of the tariff remaining unchanged, the 
Commission will consider adopting an 
order permitting such fares to become 
effective on one day’s notice. 

As to the companies not embraced 
in this proceeding, the Commission has 
reached no determination as to what 
action should be taken in respect to 
interim fares after June 30th. 
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Pay Industrial Progress 
itd 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities ; news concerning prod- 

ucts, supplies and services offered by — 
also notices of changes in personne 


Westinghouse to Build Power 
Giants for Duquesne Power Co. 


pw large 3,600-rpm steam-turbine genera- 
tors to be built by the Westinghouse Elec- 
tric Corporation will be added shortly to the 
lines of the Duquesne Light Company near 
Pittsburgh, Pennsylvania. These w ill be an im- 
portant part of a 112-million-dollar expansion 
program of that company currently in progress. 
The four new generators w ill boost Du- 
quesne Light Company’s total capacity to 
992,700 kilowatts to meet the company’s ever- 
growing demands in the Pittsburgh area. 


IBM Issues Literature on 
New Products 


Bipeer ponies with the announcement of sev- 
eral new products, International Business 
Machines Corporation has released literature 
lescribing these new machines. 

Available on request are folders and booklets 
covering IBM Cardatype (Bulletin No. 52- 
3727-0) ; IBM Accounting Machine with Wheel 
Printing (No. 52-5721-1) ; Card Programmed 
Electronic Calculator (No. 52-5731-0) ; Elec- 
tronic Statistical Machine (No. 52-5726-1) ; 
Card Punch (No, 52-5719-1) ; Electronic Col- 
lator (No. 52-5730-1) ; and Consecutive Spac- 
ing Time Recorder (No. 53-5717-1). 

Literature is also available on the new IBM 
Executive Typewriter (No. 55-5582-0); the 
mproved Accounting Machine that prints three 

nes from one card (No. 52-5303-3); and a 
general booklet on the IBM Service Bureau 
No. 52-5722-0). 

Copies of any of the above booklets may be 

btained from the International Business Ma- 
hines Corporation, 590 Madison avenue, New 
York 22, New York. 


S. Rubber Names Four 
Divisional Managers 


Prove divisional managers have been ap- 
pointed by the electrical wire and cable de- 
partment, United States Rubber Company, to 
supervise sales of electrical wire and cable 
throughout the country. 

_ The appointments were announced recently 
by Howard H. Weber, newly appointed general 
sales manager for the department. 

Clarence H. Le Vee has been named eastern 
division sales manager with headquarters in 
New York City. He will supervise sales in 
Boston, New York, Buffalo, Syracuse, Phila- 
delphia, Baltimore, Atlanta, and Pittsburgh 
branches. 

J. A.. Leuver has been appointed western 


division sales manager with headquarters in 
Chicago. He will supervise sales in Cleveland, 
Detroit, Chicago, Cincinnati, Indianapolis, Mil- 
waukee, Minneapolis, and Omaha branches. 

Don B. Karlskind has been named south- 
western division sales manager with head- 
quarters in Dallas, Texas. He will be in charge 
of branch sales in Birmingham, New Orleans, 
Houston, Dallas, Kansas City, Tulsa, St. Louis, 
and Denver. 

.. M. Guibara has been appointed Pacific 
coast division sales manager with headquar- 
ters in Los Angeles. He will be in charge of 
branch sales in Los Angeles, San Francisco, 


Portland, Seattle, and Salt Lake City. 


Locke Issues Bulletin on 
Suspension Type Insulators 


UBLICATION of the sixth in a series of engi- 
neering data bulletins has just been made 
by Locke Incorporated, Baltimore, Maryland. 
This latest bulletin covers the selection of sus- 
pension type insulators for transmission and 





FORMIcz Bushings say 


Electrolysis! 


Give your pipeline longer life! Formica Bushings 


.. used by leading gas companies... effectively 
insulate pipes, positively prevent electrolytic cor- 
rosion. They're tough and strong, have constant 
dielectric strength, and retain ¢ their dimensional 
stability even under extremes of temperature. 
Write for illustrated data sheet. 

Seven standard sizes for Vax'/ to 3x4 reducing 
— wrench-land styles in 34" and |" 
. and all are ready for prompt delivery. 


THE FORMICA COMPANY 


4682 Spring Grove Ave., Cincinnati 32, Ohio 


Mention the FortnicHtty—I1 identifies your inquiry 
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You can pick the EXACTLY RIGHT tug - 





Penn-Union manufactures 
the COMPLETE line 
of Conductor Fittings 


—from the Complete line 


You'll find that Penn-Union offers all the 
good types of terminals, in a complete range 
of sizes: Solderless lugs to grip the conductor 
by Bolt, Screw, Post-and-Nut, or Multi-Slit 
Tapered Sleeve; Vi-tite, E-Z, clamp type, 
shrink fit, etc., etc. Soldering lugs and sheet 
metal terminals in wide variety. 


Also Tee Connectors; Cable Taps; Straight, 
Parallel, Elbow and Cross Connectors; Bus 
Supports, Clamps, Spacers; Grounding 
Clamps; Service Connectors, etc. Penn-Union 
connectors are the choice of leading utilities 
—because every fitting is mechanically and 
electrically dependable. 


PENN-UNION 
ERIE, PA. 


PENN-UNION 


CONOUCTOR FIiIrring ™S 


SEPT. 15, 1949 


ELECTRIC CORPORATION 
Sold by Leading Wholesalers 





Mention the FortnicGHtLy—/?t 


distribution line construction, and is a contin 
tion of Bulletin No. 5 which covered the apy 


- cation of pin type insulators for the 


purposes. 
Copies may be had by writing Locke In 
porated, P. O. Box 57, Baltimore 3, Maryl 


Trumbull Develops New 
Safety Switch 


AS all-new Type A Safety Switch, the 
(High Capacity Interrupter) has been 
leased to the market, according to an anno 
ment by The Trumbull Electric Manufactu 
Company. 

Designed for use in modern high capad 
industrial distribution systems, tht HCI Swi 
has an entirely new arc-quenching design 
actuating mechanism, both of which give 
ability to break unusually heavy loads quic 
and safely. When properly fused, the HCI 
has the unusual ability to withstand heavy g 
circuits without damage. 

Other features of the new switch are 
signed to save space, prevent trouble and 
years of life. 

HCI Switches are manufactured in 30., 
and 100-ampere sizes and are Underwriters’ 
proved throughout. Semi dust-tight enclosu 
are available. Additional information may 
obtained by writing to the Merchandising J] 
partment, The Trumbull Electric Manufa 
ing Company, Plainville, Connecticut, fo 
free copy of Bulletin TEC-10. 


Issues New Bulletin on 
Feed Water Regulation 


ULLETIN S-27, 20 pages, has been issued 
The Swartwout Company, 18511 Eve 
avenue, Cleveland 12, Ohio, describing new It 
pulse feed water regulation systems and relat 
equipment. Fully illustrated and described 4 
systems designed for higher pressure fa 
steaming boilers which tend to make feed wat 
control complex by the false level indicati 
produced by “shrink” and “swell.” 


Friden Introduces New Fully 
Automatic Calculator 


A NEW, fully automatic calculator, a pr 
uct of six years of intensive research a 
engineering, is being presented by the Frid 
Calculating Machine Co., Inc., San Leandi 
Calif., to the world’s office equipment marke 

Possessing a score of new “ultra-matic” ! 
tures, which have been likened to the accepta! 
and importance of the automatic shift in aut 
mobiles, the attractive, streamlined, col 
engineered new Friden is accredited with elim 
nating operator effort and fatigue. It offe 
complete fully automatic multiplication, 4 
sion, addition and subtraction, so that, as 
Friden executive asserts, with this new Frid 
ST-W, “the calculator, not the operator, 40 
the work.” 

Exclusive operating features facilitate i 
dling of payrolls, invoices, inventories, and 
compilations, computing not only individ 
extensions, but also final results. 
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COAL helps keep Washington CLEAN! 
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Think of the nation’s capital—and you visualize the 
beauty of one of the world’s cleanest cities. So it 
may be surprising to learn that all government 
buildings in Washington are heated from coal- 
burning plants like the new West Central Heating 
Plant show above. 


In this new structure two giant coal-burning 
steam boilers are putting out 220,000 pounds of 
steam per hour—drawing on a coal supply auto- 
matically fed from the 15,000-ton coal storage yard 
in the foreground. 


Back of modern plants like these are equally 
modern mines, preparation plants, and amazingly 
specialized mining machinery. They’re all the re- 
sult of a long-range, many-million-dollar mechani- 
zation program which America’s progressive 
bituminous coal industry undertook long before 
World War II. 


Because the men who run America’s mines have 
developed these new, highly mechanized mining 
methods, the bituminous industry is geared to meet 
demands for this basic fuel. Today’s prepared coal 
Tepresents real economy—in more heat per ton, 
more efficient returns from coal-burning equip- 
ment. 


NOUS COAL .. . LIGHTS THE WAY. . . FUELS THE FIRES . 


Federal Works Agency Photo 


Modernizing America’s bituminous 
mines has meant replacing ‘‘pick- 
and-shovel’’ with machines. Today 
more than 91% of production is me- 
chanically cut, 60% is mechanically 
loaded. Among preparation plants 
now under construction is one de- 
signed to wash and grade coal at a 
record rate of 2,000 tons an hour. 


Largely as a result of this mod- 
ernization, the American miner’s 
average daily output is five times 
that of the British miner—and the 
American miner’s take-home pay is 
higher than that paid by any other 
major American industry. 


BITUMINOUS & COAL 


BITUMINOUS COAL INSTITUTE 
A Department oF Nationat Coat Association 
WASHINGTON, BD. C. 


. - POWERS THE PROGRESS OF AMERICA 
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work problems are handled, from elementary 
to the most complicated, with simplicity and 
ease. Excelling not only as a time and labor 
saver, the new Friden offers remarkable ca- 
pacity for sustained accurate, high-speed fig- 
ure-work production. 

Competitively priced, the new automatic Fri- 
den utilizes new operational features and 
methods that now set new low-cost standards 
of figure production. Stressing answer produc- 
tion and operational comfort, this “ultra- 
matic” permits the operator to write the an- 
swer to one problem while the next one is being 
automatically computed. 

In presenting the new calculator, the Friden 
Calculating Machine Co., Inc., with a sales 
and service representation in over 250 company 
controlled domestic offices and 88 foreign dis- 
tributors, rounds out its fifteenth year in cal- 
culator production. The original Friden cal- 
culator was invented by the late Carl Friden, 
inventive genius and founder of the company. 


General Electric Announces New 
Switching Locomotive Bulletin 


NEW, 16-page bulletin, describing the 80- 

ton diesel- electric locomotive for industrial 
switching has just been announced by General 
Electric. 

The bulletin describes the locomotive com- 
pletely and shows why it is economical to 
operate. Fully illustrated, the bulletin points 
out salient features of the unit. 

The publication is available to readers of this 


magazine by writing Apparatus Dept., Gener, 
Electric Co., Schenectady 5, N. Y. and asking 
for Bulletin GEA- 3810A, “80-Ton Diesel-elec 
tric for Industrial Switching.” 


75-Ton Boiler Drum Hoisted 
10 Stories Above Street Level 


A BOILER drum 44 feet long and weighing 7 
tons was lifted into place recently, te 
stories above street level in the new $13,000,004 
extension of the 59th street power plant now 
under construction for the New York Cit 
Transit System. The drum is part of a Radian 
boiler, built by The Babcock & Wilcox Com 
pany, which, when in operation, will have 4 
steam generating capacity equivalent to mor 
than 30 of the old boilers in operation since 
the IRT subway was opened in 1904. The drun 
is five and one-half feet in diameter, built of 
steel plate four and and one-eighth inche 
thick, 


Cochrane Appointment 


(= HRANE Corporation, Philadelphia, Pem 

sylvania, announce the appointment of 
Samuel B. ‘Applebaum as manager of their 
Cold Process Water Treating Division, He is 
also vice president of the Liquid Conditioning 
Corporation, an operating subsidiary of Coch- 
rane. Mr. Applebaum was formerly vice presi- 
dent of the Permutit Company and later presi- 
dent of Liquid Conditioning Corporation. 





Cleveland Trencher Introduces 
Baby Digger Model “g2” 


| Dagar pines to fit the new, present-day needs 


of contractors, utilities, and municipalities, 
a new, small, compact model of the famous 
Cleveland “Baby Digger” trenching machine 
has been placed on the market by The Cleve- 
land Trencher Company. Known as the Baby 
Digger Model “92,” the 
new Cleveland is especial- 
ly adapted for gas, water, 
and sewer house services, 
for telephone and power 
cable and conduits, for 
house and building foot- 
ings, and for airport, 
highway and farm drain- 
age and irrigation. 
Chief advantages of the 
new “92” are its small 
compact modern size—al- 
lowing easy maneuvering 
in tight places and quick 
moves from job to job on 
its own rubber-tired tilt- 
bed electric-braked trailer 
—and its ditch capacities 
(up to five feet deep and 
10 to 20 inches wide). 
Other new features are: 
absolutely clog - proof 
crawler tracks; operator- 


controlled power-shift conveyor giving instant 
control of the spoil bank; patented “Presto- 
Points” for quick and easy replacement of 
rooter teeth; and a crumbing shoe giving per- 
fect grading and clean trench bottom, and 
which can be swung up and away to permit 
digging right up to foundations, walls and trees 

For a folder giving full details, write to The 
Cleveland Trencher Company, 20100 St. Clair 
avenue, Cleveland 17, Ohio. 
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consider our 97.630 kva in 


(apacitors- 


a most worthwhile 
investment 


sis the story that Portland General 
ric Company of Portland, Oregon tells 
it capacitors: 
dur interest in capacitors goes back be- 
the war. We made some system studies 
hat time which indicated that, as loads 
used, conditions on our distribution 
em should be improved. In a moderate 
, we had installed capacitors to test 
out—to increase system capacity and 
mprove voltage levels. 

his experience served the company well 
mg the difficult war years. Heavy loads 
i system capacity to the limit. Equip- 
tt to gain additional capacity was almost 
of the question, and it was only by in- 
ing capacitors that we met demands. 
Since the war, loads have continued to 
tease, additional capacitors have helped 
eit possible to meet this demand. Not 
y have capacitors been installed on our 
i distribution system but by offering a 


PORTLAND GENERAL ELECTRIC CO. 


rate structure that makes capacitors an 
attractive investment to some industrial 
users we have been successful in improving 
the power factor of industrial loads. 

“In hydroelectric areas such as ours, 
where large blocks of power must be trans- 
mitted over long distances, the generation 
of kilovars at or near the load is especially 
important. 

“To date we have installed 97,630 kvar 
in capacitors—which compared to our 
409,000 kw peak of last December gives us 
a 24 per cent ratio between connected kvar 
and peak kw. Of these capacitors 59,380 
kvar are fixed, 38,250 kvar are switched. 

“Our experience with capacitors demon- 
strates they release system capacity inex- 
pensively, permitting us to reduce our costs 
per kw delivered, they improve voltage con- 
ditions, they are installed quickly and are 
completely reliable. We consider them a 
desirable investment.” 


Apparatus Department, General Electric Company, Schenectady, New York 


GENERAL (6) ELECTRIC 
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MERCOID 


AUTOMATIC CONTROLS 
FOR INDUSTRIAL APPLICATIONS 
REQUIRING POSITIVE CONTROL 
OF PRESSURE, TEMPERATURE, 
3  LIQUIDLEVELETC. 5 


% SIMPLE TO ADJUST FORTHE ® 


mn SPECIFIED OPERATING RANGE % 


MERCOID CONTROLS ARE EQUIPPED 
WITH MERCURY SWITCHES, THEREBY 
INSURING GREATER SAFETY, BETTER 
PERFORMANCE AND LONGER CONTROL LIFE 


a WRITE FOR CATALOG GOOS, > 


THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, ILL 
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1 to 30,000 


Distribution of operating company equities to owners of 
utility holding company stocks creates many new prob- 
lems. Instead of a single common stockholder the 
operating company finds itself with many thousands, 
necessitating additional personnel to handle dividends, 
reports and proxies for regular or special meetings. 





Many of these problems can become routine 
with the help of our experienced organization. 


W hy not write today for a copy of our leaflet 
“W hat we do—How we do it.” 


GEORGESON & CO. 


Specialists in Stockholder Relations 
52 Wall Street, New York 5, N. Y. 
Telephone HAnover 2-1470 
Boston - Philadelphia - Chicago - Los Angeles - San Francisco 
Representatives in all Principal Cities 























—and Other Utility Uses 


Uniform - Strong - Long-Lived - Economical 


Sunstrand Wire Rope is made on the 

<= most modern wire rope machines in use 

today. All types and sizes are available 

oo * including 1 x 7 construction galvanized 
steel strand made to ASTM specifications. 


Write today for our price list and com- 
plete information on Sunstrand Wire 
Rope for utility uses. 


SUNBURY WIRE ROPE 


MANUFACTURING COMPANY 
880 South Second Street, Sunbury, Pa. 
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how to plan 


rate structures that attract 


new capital 





——— THE PROBLEM: 








To provide adequate earnings in the face of 
@ increased operating expenses 


@ growing plant investments with higher new 
money costs 


expanding and changing loads 


. 











LET EBASCO HELP YOU ~ 
MAKE SOUND: PLANS 


1. Its recommendations 
are backed by 40 years of 
operating and consulting 
experience. 


2. Its solutions are prac- ae ~ Sa Omer), 
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° Appraisal . Budget . Business Studies - Consulting Engineering * Design & Construction . Financial « industrial Relations » 
inspection & Expediting . insurance & Pensions . Purchasing . Rates & Pricing « Research . Sales & Marketing . Systems & Methods . Taxes « | 


Ft Sa Bas, eas oe nc. pga ee I Sd 
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our customers’ bills 
' 








i Send for FREE booklet 
recent bills may disclose certain im- . 
prtant trends... Get the facts about this accurate and economical 


... trends that will point the way to you analyses method of your customers’ usage data. 


t planning rate and promotional pro- Write to us today for “The One-Step Method 

- of Bill Analysis.” You will be glad you did! 
Made regularly aati sida 

any utilities all over the country regu- This Bill Frequency Ana yoor eutomatics y classifies 

tly have such analyses made. and adds in 300 registers—in one step! 


But these analyses are not turned out . 
utilities’ offices—they are done on the 

cial public utilities machines of the 

ording and Statistical Corporation. 


ud for very good reasons: 


ecutives of utilities are finding that 
ata in 


usual cost! 


These tabulations are made on specially 
signed electro-mechanical equipment. 
many as 200,000 bills can be analyzed 
ch day by our trained personnel. 


The cost to you is only a small fraction 
facent per item! 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue New York 13, N. Y. 
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SUPERINTENDENTS- on : 


: You save money when you buy Dod 
SAVE eee with these many ° “* Job-Rated’”’ trucks! 
money-saving features There are two reasons for this: 


; 1. Your truck has more money-sayij \ 
ENGINES .. . Of famous Dodge L-head design features than any other make 


save gas, oil, service expense. Full-pressure lubrica- truck built. Many of these ; 

tion, full-length cylinder cooling, and replaceable exclusive Dodge features 

prefitted main bearings reduce upkeep, prolong life. Wome “Job-Rated” Sentai is built 
° = Is DUL 


CHASSIS . . . Super-friction clutches, with extra fit its job. And trucks that fit t 
large frictional area; rugged 3-, 4- and 5-speed job save on operating costs. Th 
transmissions; full-floating, hypoid rear axles give last longer! ; 

better performance, insure longer life. Cross-type a , 3 
steering permits sharper turning, easier handling. Read (at left) a partial list of Dodge tru 
Cyclebonded brake linings (no rivets) insure safer features that are important to you. Then 
stops, prolong lining wear. see your Dodge dealer for . 
CABS... Adjustable “‘Air-O-Ride” seats; roomy, all the reasons why a Dodge 
wide-vision ‘‘Pilot-House”’ cabs, with rear quarter 
windows, wide seats and ‘‘All-Weather” ventilation, 


“‘Job-Rated” truck (priced 


with the lowest) is the best “ith tha 
insure maximum vision, comfort and safety. truck investment for you! 


“Y 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


sever thought of floors in relation to earning power” 








“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
QFloor costs less than the carpet to cover it? Yet it provides 
dectrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms 
of money saved. They mean more revenue over the years 

Pim und earlier revenue right from the start. Let’s look at the details—” 


Write. for the simple facts— 


H. H. ROBERTSON COMPANY 
2424 Farmers Bank Building, Pittsburgh 22, Pennsylvenia 


Factories in Ambridge, Pe., Hamilton, Ont., Ett ° England 





Offices in 50 Principal Chios 668 World-Wide Building Service 


HERE'S WHAT THE ARCHITECT SHOWED 


Why Q-Floor reduces building time 
20 te 30%. 


Q-Floor is steel subfloor, delivered pre- 
cut. Two men can lay 32 sq. ft. in 30 sec 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 


Why Q-Floor keeps a building modern. 


The steel cells of Q-Floor are crossed over 
by headers for carrying the wires of every 
electrical service, regardless of how many 
new business machines may be invented. 
An electrical outlet can be established on 
every six-inch area. It requires but a small 
hole, takes literally only a few minutes. 
No muss with trenches. Tenants can have 
as many outlets, changed as often and 
located exactly, as they please. Such per- 
manently flexible floor plans keep a build- 
ing permanently modern. The exterior may 
grow old-fashioned, but with live arteries 
of power in the floors, the building itself 
will never be electrically outmoded. 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tue American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
aad other principal cities 














DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 

















ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 BAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 














$2 Ford, Bacon & Davis 
— «6 “ape Mingiieens sara 


NEW YORK © PHILADELPHIA @ CHICAGO © LOS ANGELES 














GILBERT ASSOCIATES, Inc. 





ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Blectric, Gas ‘ Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Races, Research, Repors 
Designs and Construction Personnel Relations 
Inspections and Surveys Reediag © New York © Heastes Original Cost Accounting 
Feed Water Treatment Philadelphia © Washinagtoa Accident Prevention 
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FREDERIC R. HARRIS, INC. 

FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 

Atlanta Knoxville Philadelphia 








—— HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF Wars 
OVERHEAD UNDERGROUND OHEMIOAL CONTROL 
CONSTRUCTION MAINTBPNANOB PHILADELPHIA TREE TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 



































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE . COLUMBUS, OHIO 











Tee N hulfi uljran Co yooraione 


——_—_ + 


ENGINEERS . , CONSTRUCTORS 


N. Broad S¢ 








WILLIAM S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 


Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 














LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORE 
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PROFESSIONAL DIRECTORY (continued) 





N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 


Beston 10, Mass. Washington, D. C. 











Pioneer Service teats Co. 


CONSULTING, DESIGNING AND eT! SPECIALISTS IN 
OPERATING ENGINEERS \ ACCOUNTING, FINANCING, RATES, 
PURCHASING \ INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET. . CHICAGO 4, ILLINOIS 





DESIGNING * ENGINEERING #* CONSTRUCTION 
PIPING * EQUIPMENT ¢ SURVEYS ¢ PLANS 


Complete Plants, Additions or Installations 
every detail qeared to more profitable operation 


for details 





SANDERSON & PORTER 
ENGINEERS 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilisies—Industrials 
Studies-—Reports—Design—Supervision 
Chicago 3, Ill. 











The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consalting Engineers 


, Sewage and Industrial waste Problems 
airnelds, * Refuse Incinerators, industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 








LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatig St., Cxicaco 








BLACK & VEATCH 
CONSULTING ENGINEERS 
and == re- 
prone Ae Public Utility crision of con. 


1% BROADWAY KANSAS CITY, MO. 


A. S. SCHULMAN ELgEctric Co. 


Contractors 


TRANSMISSION LingES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


537 SoutH Dgarsorn Sr. CHiIcaco 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Pablic Utility Valuations, Reports aud 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 


Appraisals — Reports 
Operating — Financial — Plant 








W. C. GILMAN & COMPANY 


Consulting Engineers 
Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 


UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Boston - Chicago - Los Angeles - New York 
Philadelphia - Woonsocket 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


WESTCOTT & MAPES, 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS ¢ REPORTS 
DESIGN °¢ SUPERVISION 


New Haven, Connecticet 








JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Acoeaiatis -  Ravertiptions « Reperts 


inquiri depreciation, fixed capital 
rt inguiie, criginal cost, security issues. 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Albright & Friel Engineers 
American A By Company, The 


*Babcock & Wilcox Company, Th 

Barber Gas Burner an a ae.. - Inside Front Cover 
*Barber-Greene Com 

Bituminous Coal Insti we 

Black & Veatch, Consulting Engineers 
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*Cambridge Tile Mfg. Co., 

Carter, Earl L., Consultin 

Cleveland Trencher Co., 

*Cochrane Corporation 

Combustion Engineering—Superheater, Inc. 


Zimmermann 
Dette Star Electric A 
Dodge Division of Chrysle 


Ebasco Services, Incorporated 
Electric arene Battery Compa 
Electrical Testing Laboratories, 
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Ford, Bacon & Davis, Inc., Engineers 
Formica Company, The 


General Electric Company 

Georgeson & Compan 

GMC Truck and Coach Division 

Gilbert Associates, Inc., Engineers 

Gilman, W. C., & Company, Engineer: 3 
Grinnell Company, CNB. cocccccese Outside Back Cover 
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Harris, Frederic R., Inc., Engineers 


Henkels & oy * Contractors 
Hoosier Engineer Company 


*international Business Machines Corporation ... . 
international Harvester Company, Inc. 
Irving Trust Company 
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Jackson & Moreland, Engineers 


King, Dudley F. 
*Kinnear feantastehen Company, The 
Kuljian Corporation, The, Engineers 
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Leffier, William S., Engineers 
Loeb and Eames, Engineers ... 
Lougee, N. A., & Company ... 
Lucas & Luick, Engineers 


Main, Chas. T., Inc., Engineers 
Mercoid Corporation, The 
*Merrill Lynch, Pierce, Fenner & Beane 


*New York Society of Security Analysts, Inc. .. 
Newport News Shipbuilding & Dry Dock Co. 


Penn-Union Electric Corporati 
Permanente Metals Corporation 
Pioneer Service & gone] Company 
Pritchard, J. F 


Recording & Statistical Corp. 
Remington 7S Inc. 
Robertson, H. » Company 
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Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers 

Schulman, A. S., — Co., Contractors 
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Sunbury Wire Rope Mfg. Company 
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*United States Rubber Company 
United States Testing Co., Inc. 


Westcott & Mapes, inc. 
White, J. G., Engineering Corporation, The ..-- 








Looking for Low-Cost 
Steam Production? 


These three trade-marked coals are consistently win- 
ning enviable reputations as dependable guides to 
high efficiency at surprisingly low cost. Test the one 
our engineer recommends for your plant. See for 
yourself that one of these famous precision coals will 
assure more profitable operations. 


- .—_—— 
b — of _— 
qr RR pepenes gene 


GRAHAM Coal... BROWDER Coal... POWER- 
HOUSE Coal... are designed specifically for public 
utility use. Produced in Western Kentucky by the most 
modern methods known to the industry, all three have 
proved to be dependable, low-cost power producers. 


Big steady production and tremendous reserves assure an 
ample supply for years to come. The result of a test in 


your plant is likely to show the way to lower steam costs. 


from One of the Most 
Highly Developed Coal Fields 


Specialized Service a> the World 


Our staff of fuel engineers is always available Scheaeee, ereree 


for counsel right in your plant. Only Southern 
can provide you this specialized service backed 
by 53 years experience in the coal business PLUS 
a studied concentration on industrial coals. 
Write or telephone our nearest office. - 





